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TUESDAY, DECEMBER 4, 1951 


House or REPRESENTATIVES, 

Sectecr Commitrrer ‘To INVESTIGATE 
EDUCATIONAL, TRAINING, AND LOAN 
Guaranty Programs Unper GI Brit, 

San Diego, Calif. 

The committee met, pursuant to call, at 9:30 a. m., at Cl amber of 
Commerce Auditorium, 499 West Broadway, San Diego, ¢ ‘alif., Hon. 
Olin E. Teague, chairman, presiding. 

Present: Representatives Olin E. Teague, of Texas: Earl Chudoff, 
of Pennsylvania: Harold Patten, of Arizona: Hubert B. Scudder, of 
California: and Thruston Morton, of Kentucky. 

Also present: Oliver E. Meadows, staff director; and John Orr, 
Veterans’ Administration inspector and investigator; and Harry 
Hageney,. committee investigator. 

Mr. Treacur. The committee will come to order. 

It isa pleasure for our committee to be out in California. I am not 
sure that most of vou know that this committee was created by (‘on- 
gress to investigate the abuses of the GI bill, as far as the educational 
provisions and the loan-guaranties provisions are concerned. We 
have been practically all over the United States. Wherever we have 
gone we have found a large number of abuses. 

We are a fact finding committee. We are not a committee th if does 
any prosecuting. That is not our job. That is the job of the Depart 
ment of Justice. 

We expect to try to write a new bill in January that will apply to 
our Korean veterans. And this is another reason we are interested in 
what has happened so far as the GI bill is concerned. 

I would like to remind all the witnesses that appear before the 
committee of your constitutional right to refuse to answer any ques- 
tion on the ground that an answer might incriminate you. This must 
be exercised in good faith and must be exercised separately with each 
question. 

I am sure that a number of you have lawyers or attorneys. That is 
perfectly all right, except we expect the answer to come from the per- 
sons themselves. You may consult with your counsel, but we do not 
want the counsel to answer the questions. 

I was a little surprised this morning after Congressman Scudder, 
of California, former real estate commissioner, told me there is no 
rain in California. It isa little different today. 

We have with us Congressman Hubert B. Scudder, of California, 
and Congressman Thruston Morton, of Kentucky, Congressman Earl 
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Chudoff, of Pennsylvania, and Congressman Harold Patten, of 
Arizona. 
Our first witness this morning will be Roy Hegg. 


STATEMENT OF ROY A. HEGG, PRESIDENT, SAN DIEGO SAVINGS 
AND LOAN ASSOCIATION, SAN DIEGO, CALIF. 


Mr. Teacue. Did you state your business organization, Mr. Hegg? 

Mr. Heee. San Diego Savings and Loan Association. 

Mr. Tracue. That is the San Diego Savings and Loan Association. 
All right, Mr. Hegg, would you te ll us any knowledge you may have 
concerning the participation by and in the Harmon Construction Co., 
Rolando Homes, Inc., the J. W. Anderson Co., and Hubner Building 
Co. on the part of Mr. Alton B. Jackson and Wrelton L. Clarke, 
former vice presidents of your organization ¢ 

Mr. Heae. All I can say, Mr. Chairman, is this: That in the organi- 
zation we depend a great deal—in fact, our dependence is entirely 
upon the Veterans’ Administration, We are purely a lending insti- 
tution. 

[f an appraisal comes through on a subdivision, whether it is Johnny 
Anderson, or whoever it happened to me, that is a qualified area in 
which we are permitted to lend; we then deal with the contractor 
who, in turn, is under the Veterans’ Administration set-up as to in- 
ae and everything. We make the pay-outs on those loans, as 
they are approved by the Veterans’ Administration. 

Now, at the expiration of the completion of the tract, then that loan 
is eligible for insurance. Then we either keep that loan in our files 
or we sell it out through the Federal National Mortgage Association, 
or we keep it there and we make collections or turn the collections 
over to another group. 

So far as any, you might term, irregularities, that I cannot answer, 
I place the responsibility upon department heads as to the functions 
and the operations of the creation of those. We are purely working 
under what we term the insured loan; it didn’t come to my attention. 

Mr. Teacur. You are the president of the San Diego Federal 
Savings and Loan Association ? 

Mr. Heoe. That is right. 

Mr. Teacur. Mr. Clarke and Mr. Jackson are vice presidents? 

Mr. Heae. They were vice presidents. 

Mr. Teacur. They were vice presidents ? 

Mr. Hree. Yes, sir. 

Mr. Teacur. So far as you know, what was the relationship between 
Mr. Jackson and Mr. Clarke with the Harmon Construction Co. ? 

Mr. Heea. I don’t know the Harmon Construction Co. 

Mr. Teacur. Or the Rolando Homes, Inc. ¢ 

Mr. Heee. I wouldn't know about that. 

Mr. Teacur. The J. W. Anderson Co. ¢ 

Mr. Heee. I wouldn’t know about it, except by hearsay. 

Mr. Teacus. The Hubner Building Co, ? 

Mr. Heee. That I heard of afterwards. 

Mr. Tracvr. What you heard of you heard of afterwards? 

Mr. Heac. I heard afterwards there was a connection. 

Mr. Teacus. What did you hear that connection was ? 
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Mr. Heec. They were interested in the operations of the Hubner 
Building Co. 

Mr. Cuuporr, Who are “they”? You said “they were interested.” 
Who are “they” ? 

Mr. Tracur. Mr. Jackson and Mr. Clarke, former vice presidents 
of his company. 

Mr. Heee. That was an outstanding activity, which I knew noth- 
ing about, in my own organization. 

Mr. Txacur. So far as you know, Mr. Jackson and Mr. Clarke’s 
only connection was with the Hubner Building Co.? I mean, the 
J. W. Anderson Co, 

Mr. Heee. I didn’t know about the J. W. Anderson Co. I did 
know about the Hubner Building Co. 

Mr. Tracus. What did you hear their relationship was with that 
company? What connection did they have, Mr. Hegg? 

Mr. Heee. Other than the fact—if I may put it this way: The way 
the story came to me was that Mr. Hubner came down here, more or 
less to retire, and then he started in on a building operation in a very 
modest way. And he had the opportunity to acquire some other 
adjacent land and thought, “Well, I am in this building, now I might 
as well start in again.” 

As I understand it, he was short of capital, Then, quite innocently, 
I think he mentioned the fact to Mr. Clarke and Mr. Jackson, that 
he would need a little more capital and wanted to go into that. They 
were quite interested in joining him and they put up a sum of money, 
and then became, as I think, interested. Now, in what shares or what 
proportion, I cannot tell you. 

Mr. Treacur. Do you know the amount of money they put in? 

Mr. Hece. I do. 

Mr. Teacur. What was the amount? 

Mr. Heee. $7,000 a month. 

Mr. Teacup, Was that their money ? 

Mr. Heee. That was their money. 

Mr. Cuvporr. You say $7,000 or $107,000? 

Mr. Heee. $7,000. 

Mr. Cuuporr. Speak up. I can’t hear you. 

Mr. Tracur. What was the amount of loans that was made to Hub- 
ner Building Co., approximately the amount? 

Mr. Heee. I would say, offhand, somewheres around between 4 
million and 5 million; that is purely a guess. 

Mr. Cuvuporr. Don’t you have any record to show what loans you 
made to these people ? 

Mr. Heaa. Yes. 

Mr. Cuuporr. Were you served with a subpena duces tecum? 

Mr. Treacur. No, he wasn’t asked to bring his records. 

Mr. Heee. I might qualify that question and tell you we made 
over 4,000 veterans’ loans and over $35 million. It is hard to tell 
where this has exactly gone to. 

Mr. Tracur. Mr. Hegg, the information we have is that the loans 
would come closer to 14 million, made to the Hubner Building Co. 

Mr. Heae. It could be possible, but I doubt it very much. 

Mr. Tracte. Are you aware of the fact that your company, Mr. 
Hegg, paid over $2,000 over the period from the latter part of Septem- 
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ber 1950 to February of 1951, to a Mr. Francis G. Paige, which were 
supposed to represe nt payments for overtime per formed by Veterans’ 
Administration personnel in processing applications for loans in the 
Veterans’ Administration ¢ 

Mr. Heaa. I am. 

Mr. Treacur. Will you tell us something about that? 

Mr. Heec. I will be very happy to. We were in what we call 
bind in getting through and working, and developing these veterans’ 
loans. We made the first veterans loan here and we started in that 
program—it developed along as the program developed—that we had 
made connections with Federal National Mortgage Association, in 
whi h to service—I mean, to take these loans out, So we would have a 
turn-over of moneys. 

It came to a point to where Federal National Mortgage Association 
was just about expiring, so far as any take-outs were concerned. 

We were faced with this problem: We had about, I think, 7 or 8 
millions dollars in loans that were available for discount to Federal 
National Mortgage Association, and it was a question of getting those 
loans completed and finished or we were sunk. Our building opera- 
tions were finished and our building would have to lay off the crews 
and the W hole programs were off. 

So one day Mr. Paige come up—— 

Mr. Treacur. Who was Mr. Paige, Mr. Hegg? 

Mr. Heec. Beg Pardon / 

Mr. Tracur. Who was Mr. Paige, at that time ? 

Mr. Hees. He was the officer in charge here of the local Veterans’ 
Administration office 

Mr. Treacue. He was the loan guaranty officer for the Veterans’ 
Admunistration ¢ 

Mr. Heese. That is right. In the conversation, I came into the 
conversation after Mr. Jackson and Mr. Paige had talked. 

We went down to my other place and we had a cup of coffee and sat 
there, just as businessmen would sit and talk. I said, “Frank, what 
are we going to do? When are we going to get over this bind? Here 
we are in a terrible spot. Can I take some of my employees here 
and send ~ .m down there and help service these loans?” 

He said, “No, you can’t do that.” 

I said, “What are we going to do? Can we get some of your people 
to come up here and work in my institution to get these loans serv- 
iced, so we can get them insured and get them out?” 

He said, “No, you can’t do that.” 

I said, “Whi at are we going to do? 

He said, “There may “be a possibility that we can get some of our 
peop le down there to work overtime, to get the loans out for you.’ 

I said, “What is that going to cost ¢’ 

He said, “It may take around about three or four hundred dollars 
a month, in order to get it out and pay them the overtime.” 

I said, “Well, what do you think about that ¢” 

He said, “That is the only way we can get it out.” 

I said, “Let’s go to town. Let’s get this wrapped up and finished 
up.” 

That is the way the thing started. It went on up until almost 
$1,600 was paid out. We had then serviced all of these loans. I forget 
what the total amount of the loans was. And the loans were com- 
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pleted and were sold to Federal National Mortgage Association, which 
brought the funds back into my institution, which permitted us to 
go on and develop more veterans’ homes. 

Mr. Cuvporr. Now, those are the loans directly to Mr. Paige? 

Mr. Heee. No, it was charged in the loan expense and the cash was 
paid directly to Mr. Paige. 

Mr. Cuuporr. In other words, you made no payments directly to 
Veterans’ Administration employees ¢ 

Mr. Heac. No, Mr. Paige distributed that. The question may arise 
in your minds, did they get this money? I say yes; we got the work 
out. 

Mr. Cuuporr. They were considered your employees while they 
were working on these, at overtime pay You considered them your 
employees ¢ 

Mr. Heae. I did. 

Mr. Cuvuporr. Did you withhold income tax from them ¢ 

Mr. Heca. I doubt it. 

Mr. Cuuporr. You are sure you didn’t withhold any income tax? 

Mr. Heae. I am quite sure there isn’t. 

Mr. Cuuporr. Do you have any State income tax in California? 

Mr. Hea. Yes. 

Mr. Cuuporr. Did you withhold any State income tax? 

Mr. Heac. I doubt on that, that we did. We do on other employees, 
but not on that. 

Mr. Cuvuporr. In other words, you gave Mr. Paige anywhere be- 
tween $1,600 and $2,000, and he paid out as he saw fit ¢ 

Mr. Heee. That is right. 

Mr. Cuuporr. Or, Mr. Hegg, do you know that Mr. Paige actually 
paid this money to the employees, of the Veterans’ Administration ? 

Mr. Heee. I tried to answer that question in this way: I don’t know 
that he did, but from all indications the work was gotten out, so some- 
body must have been paid, beyond any question of doubt, because 
these people are not going to work for free, or for nothing. 

Mr. Cuvporr. Do you know whether it was done in overtime or it 
was during the regular work hours—— 

Mr. Hece. It must have been done overtime. 

Mr. Cuuporr. I am asking whether you know. I don’t want any 
conclusions. 

Mr. Heae. I don’t know. 

Mr. Cuuporr. It possibly could have been done in regular Govern- 
ment hours ¢ 

Mr. Heee. That is right. I know nothing about that. 

Mr. Teacup. Mr. Hegg, will you state the circumstances in which 
your organization turned over about $11 million in loans that have 
been purchased from Federal National Mortgage Association to the 
California Realty & Loan Co. for services? 

Mr. Heee. Yes. You mean the reason why we did that? 

Mr. Teacur. Yes. 

Mr. Heee. All right. In the servicing of loans at a half a point, it 
is all right for the first 20r3 years. After that point it loses all inter- 
est, so far as income is concerned. 

We had a condition where we had, as I told you before, gotten behind 
this veterans’ program. We put in a Negro subdivision for veterans 
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and developed that for them. We have a very small place at 1027 
Sixth Avenue. I had about 12 employees working down in the base- 
ment. I had a 25-foot room, and these people would come in there in 
flocks and droves, so we couldn’t handle them. So we decided then to 
turn them over to these people and let them service the loans because 
we were not interested in servicing the loans. We didn’t have the 
room or facilities. 

Mr. Teacur. When you turn something over like that, do you make 
any kind of a check? Do you find out who they are or find out who 
they were, before you turn anything over to them ? 

Mr. Hece. No, they are approved by Government. 

Mr. Teacur. How did you ever contact the California Realty & Loan 
Co.? 

Mr. Hece. How did I come in contact with them ? 

Mr. Teacur. Yes. How did you first know about them ? 

Mr. Heee. Well, it goes back—I can’t think of the chap’s name that 
came down here. He was going—you have that in your file there. 

Mr. Tracue. Well, I have a lot of names in this file, Mr. Hegg. 

Mr. Heac. This chap—or, Mr. Liebhardt came down here and we 
got into conversation one day, with the idea of him going into the 
mortgage lending business. He is quite a wealthy gentleman. One 
thing led to another, and finally he decided that maybe he wouldn’t 
go into that field, but would probably go into servicing of loans and 
things like that. 

So he then qualified himself as a servicing organization. As an 
organization he was approved. That is as far as I know. Then after 
that he died. 

Mr. Tracur. Do you know who the officers of this company were? 

Mr. Heaa. I couldn’t tell you. 

Mr. Teacur. You don’t know to this day? 

Mr. Heae. I don’t even know to this day. 

Mr. Cuvuporr. What percentage of your business was construction 
loans? That is what we are talking about. 

Mr. Hece. That is right. 

Mr. Tracur. What percentage of business was construction loans? 

Mr. Hece. I would say probably 98 percent of our business. 

Mr. Tracvr. When was the San Diego Federal Savings & Loan 
incorporated ? 

Mr. Heee. 1885. 

Mr. Cnuporr. Have you always dealt in construction loans? 

Mr. Heae. Yes. 

Mr. Cuuporr. Don’t you finance any direct home purchasing? 

Mr. Heee. Yes. 

Mr. Cuuporr. What percentage would you deal in? 

Mr. Heae. I would say that your percentage would be—as long as I 
have been with them, 30 years, I would say the percentage would be 
maybe about 60-40. Sixty percent new construction and 40 percent 
for refinancing or what we call pick-up loans. 

Mr. Cuvuporr. But as the Veterans’ Administration program was 
developed, you made less direct home financing loans and more con- 
struction loans? 

Mr. Hees. That is right. We concentrated on the Veterans’ 
program. 

Mr. Cuvuporr. You found it to be more profitable ? 
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Mr. Heee. Not particularly that. I was interested in community 
development, interested not only from the Navy point of view but 
to get houses in San Diego. 

Mr. Cuuvorr. You found it would be more profitable ? 

Mr. Heae. Not necessarily. 

Mr. Cuuporr. What percentage did you make in construction 
loans ¢ 

Mr. Heee. About two and a half percent. 

Mr. Cuuporr. In the last two years, what was your profit, do you 
know, during the years 1950 and 1949? 

Mr. Hece. I would s: ay around about a half a million. 

Mr. Cuuporr. A halfa million each year or both years? 

Mr. Heaa. No, for both. 

Mr. Cuuporr. How much of that did you distribute to stockholders 
as dividends? 

Mr. Heac. We have no stockholders. 

Mr. Cuuporr. You have no stockholders ¢ 

Mr. Heae. We have shareholders. 

Mr. Cuvporr. That is what I mean, shareholders. How much of 
that did you distribute to shareholders ¢ 

Mr. Heec. We paid three percent on the shareholders’ rot and 
the balance of the money goes into reserves. We have no stockholders. 

Mr. Cuvuporr. I could buy shares in your association, if I cared to # 

Mr. Hece. Yes, that is right. 

Mr. Cuvuporr. You are the president of the association ? 

Mr. Heae. Yes. 

Mr. Cuuporr. How much do you get a year in salary ¢ 

Mr. Hece. Is that question necessary ¢ 

Mr. Cuuporr. I don’t think that will incriminate you, if you 
answer it. 

Mr. Heese. I know but—— 

Mr. Cuvuporr. You can either answer it or not. 

Mr. Heec. I don’t think it has anything to do with the Veterans, 
does it ? 

Mr. Cuvuporr. What did you say? 

Mr. Heaa. I don’t think it has anything to do with the Veterans’ 
Administration or as to this Veterans’ investigation, what salary I get 

Mr. Treacue. Mr. Hegg, all this money that has been going through 
this organiz: ition has been paid by the taxpayers as taxpayers’ money 
Of course, we have the records of your salary, what it is, and the vice 
presidents and everybody. So far as you are concerned, so far as you 
are dealing with Government money and with the Government, I 
don’t know: why the public shouldn’t know what your salary is. 

Mr. Heca. There | » nothing in the law that would incriminate me, 
so far as the committee is concerned. I am not concerned about that. 
I am concerned about the press and public. 

Mr. Patrren. Why ? 

Mr. Heee. I don’t see why I should have to broadcast what salary 
Imake. Do you? 

Mr. Parren. I don’t know. Are you ashamed of it? 

Mr. Heaa. I am not a bit ashamed of it. 

Mr. Parren. Is it something that people shouldn’t know that invest 
in your company, is that what you mean? 


Mr. Hece. No. 
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Mr. Cuuporr. You have a mutual association ¢ 

Mr. Heese. Yes. 

Mr. Cuuporr. The shareholders share in the profits? 

Mr. Heae. Yes. 

Mr. Cuvporr. After the expenses are paid ¢ 

Mr. Heee. That is right. 

Mr. Cuuporr. Why can’t you tell how much salary you earn? 
I mean, if you have a good reason, all right. I don’t want to embar- 
rass you, certainly. If you should be paying 4 percent instead of 3 
percent to your shareholders, because your salary is too big, your 
shareholders should certainly have the right to know it. And they 
should elect somebody else president, if you are taking too much out. 

Mr. Heac. So far as my shareholders are concerned 

Mr. Scupper. You issue a report to shareholders every year or 6 
months, don’t you? 

Mr. Heae. That is right. 

Mr. Cuuporr. Yet that report is public, as a matter of public record, 
and I can walk in your office and ask to see it at any time, can’t 1? 

Mr. Heec. We don’t break it down. 

Mr. Cuvuporr. You don’t break down general expenses? 

But you set forth how much salaries are paid to officers? 

Mr. Heae. No. 

Mr. Cruporr, What is your percentage of expenses, compared to 
income, that is paid out in the operation of your business ? 

Mr. Hece. I think it would figure somewhere around about 2 percent 
for operat ion. 

Mr. Cuvuporr. I am going to ask you the question and you can 
answer it or not. I suggest you ask your counsel whether you should 
answer it. How much salary do you get a year from the San Diego 
Federal Savings and Loan Association ? 

Mr. Hecee. May L ask my counsel now? 

Mr. Cuvporr. Surely. 

Mr. Hea. Twenty-two, five. 

Mr. Cuvuporr. $22,500 a year? 

Mr. Heee. That is right. 

Mr. Cuuporr. Are you the highest paid officer? 

Mr. Heee. That is right. 

Mr. Parren. I want to ask a question. You say Clarke and Jack- 
son were vice presidents, but are not now ¢ 

Mr. Heee. That is right. 

Mr. Parren. The reason for that is? 

Mr. Heoe. On account of this investigation and trouble, and embar- 
rassment to our association. 

Mr. Parren. Did they withdraw or did you ask them to withdraw ? 

Mr. Heoe. I asked them to withdraw, and they resigned. 

Mr. Cuvuporr. I want to ask you one more question. Who deter- 
mines how much salary the president of the San Diego Federal Savings 
and Loan Association gets ¢ 

Mr. Hrec. That is done by the board of directors. 

Mr. Cuvporr. And your salary is set up at a meeting of the board, 
and duly certified in the minutes of the association ? 

Mr. Hxeea. That is right. 

Mr. Teacur. Do you know who Mr. John Milton Barber is? 

Mr. Heaa. Yes. 
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Mr. Teacur. Whois he? 

Mr. Heae. Milton Barber was and is, I think, an appraiser. I have 
known Mr. Barber for many, many years, in the real estate business. 
I haven’t had too close contact with Mr. Barber. 

Mr. Tracur. Do you know who Mr. Dana McEwen is? 

Mr. Hece. I met him once, I think. 

Mr. Teacur. Who is he? 

Mr. Heee. I think he was an appraiser out in La Mesa. 

Mr. Tracur. Do you know who Mr. Charles A. Dodge is? 

Mr. Heao. Yes. 

Mr. Teacur. Whois he? 

Mr. Heaa. Senior officer in charge of Veterans’ Administration for 
a number of years. 

Mr. Tracur. Was he at the time you turned this money over to the 
California Realty & Loan Co. ¢ 

Mr. Hece. Was he a member of the California Realty & Loan Ca.? 

Mr. Treacur. No. Was he with the Veterans’ Administration as 
guaranty officer at that time / 

Mr. Hree. No. I would say that where Mr. Liebhardt— 

Mr. Tracvur. Mr. Liebhardt was Mr. Dodge’s brother-in-law ? 

Mr. Heee. Mr. Liebhardt was Mr. Dodge’s brother-in-law. Mr. 
Dodge stepped into the picture to protect his sister’s interests. 

Mr. Treacur. I think our records indicate Mr. Dodge was loan euar- 
anty officer at that time. 

Mr. Heec. You mean after Mr. Liebhardt died ? 

Mr. Teague. He was mixed up in it all the way through. 

Mr. Heea. I will agree to that. 

Mr. Teague. You never saw any correspondence between your com- 
pany and their company, California Realty / 

Mr. Heec. Never. 

Mr. Teacur. For the record, it showsthat Mr. F. C. Liebhardt, Mrs. 
F. C. Liebhardt. Mr. Charles A. Dodge. Mr. John Milton Barber. and 
Mr. Dana McEwen were directors of the California Realty & Loan Co. 

Mr. Heae. I didn’t even know that. } 

Mr. Tracvr. Mr. John Milton Barber was president of the company. 
Now, Mr. Hegg, do you know of any gifts or money that was given by 
your organization to any Veterans’ Administration employees, other 
than the $2,000 spoken ot ¢ 

Mr. Heaa. I do not. 

Mr. Cuuporr. Or, Mr. Hegg, you spoke of making loans on a colored 
project or tract. 

Mr. Heea. Yes. 

Mr. Cuvuporr. How many units were there in that tract? 

Mr. Heee. Oh, that was one of the reasons why we turned over the 
servicing to the California set-up, was that we had all these Negroes 
coming in there with their kids, and everything else, and bottleneck- 
ing the whole place. We had a lot of complaints from investors and 
other people. I just had to get those things out. That was the start. 
We got rid of a lot of others. 

Mr. Cuvporr. Isn't it true there were only a few colored people ? 

Mr. Heac. No. There was about, as I reeall, sir, there must have 
been at least 40 or 50 houses in that unit. 
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Mr. Cuuporr. You have a mutual association ? 

Mr. Heee. Yes. 

Mr. Cuvuporr. The shareholders share in the profits? 

Mr. Heac. Yes. 

Mr. Cuvuporr. After the expenses are paid ? 

Mr. Heee. That is right. 

Mr. Cuvuporr. Why can’t you tell how much salary you earn? 
I mean, if you have a good reason, all right. I don’t want to embar- 
rass you, certainly. If you should be paying 4 percent instead of 3 
percent to your shareholders, because your salary is too big, your 
shareholders should certainly have the right to know it. And they 
should elect somebody else president, if you are taking too much out. 

Mr. Hea. So far as my shareholders are concerned 

Mr. Scupper. You issue a report to shareholders every year or 6 
months, don’t you ¢ 

Mr. Heae. That is right. 

Mr. Cuuporr. Yet that report is public, as a matter of public record, 
and I can walk in your office and ask to see it at any time, can’t 1? 

Mr. Heac. We don’t break it down. 

Mr. Cuvuporr. You don’t break down general expenses? 

But you set forth how much salaries are paid to officers ? 

Mr. Heae. No. 

Mr. Cuuporr, What is your percentage of expenses, compared to 
income, that is paid out in the operation of your business ? 

Mr. Heoe. 1 think it would figure somewhere around about 2 percent 
for operat ion, 

Mr. Cnuuporr. I am going to ask you the question and you can 
answer it or not. I suggest you ask your counsel whether you should 
answer it. How much salary do you get a year from the San Diego 
Federal Savings and Loan Association ? 

Mr. Heee. May | ask my counsel now? 

Mr. Cuuporr. Surely. 

Mr. Heae. Twenty-two, five. 

Mr. Cuuporr. $22,500 a year? 

Mr. Heoe. That is right. 

Mr. Cuvuporr. Are you the highest paid officer ? 

Mr. Heee. That is right. 

Mr. Parren. I want to ask a question. You say Clarke and Jack- 
son were vice presidents, but are not now ¢ 

Mr. Heee. That is right. 

Mr. Parren. The reason for that is? 

Mr. Heae. On account of this investigation and trouble, and embar- 
rassment to our association. 

Mr. Parren. Did they withdraw or did you ask them to withdraw ? 

Mr. Hereo. I asked them to withdraw, and they resigned. 

Mr. Cuvuporr. I want to ask you one more question. Who deter- 
mines how much salary the president of the San Diego Federal Savings 
and Loan Association gets ¢ 

Mr. Hrec. That is done by the board of directors. 

Mr. Cuvporr. And your salary is set up at a meeting of the board, 
and duly certified in the minutes of the association ? 

Mr. Hreee. That is right. 

Mr. Tracur. Do you know who Mr. John Milton Barber is? 

Mr. Heaa. Yes. 
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Mr. Teacur. Whois he? 

Mr. Heac. Milton Barber was and is, I think, an appraiser. I have 
known Mr. Barber for many, many years, in the real estate business. 
I haven’t had too close contact with Mr. Barber. 

Mr. Tracur. Do you know who Mr. Dana McEwen is? 

Mr. Heac. I met him once, I think. 

Mr. Teaecur. Who is he? 

Mr. Heee. I think he was an appraiser out in La Mesa. 

Mr. Treacur. Do you know who Mr. Charles A. Dodge is ? 

Mr. Heae. Yes. 

Mr. Teacur. Whois he? 

Mr. Hece. Senior officer in charge of Veterans’ Administration for 
a number of years. 

Mr. Treacur. Was he at the time you turned this money over to the 
California Realty & Loan Co. ¢ 
Mr. Heee. Was he a member of the California Realty & Loan Ca.? 
Mr. Teacur. No. Was he with the Veterans’ Administration as 
iaranty officer at that time / 

Mr. Heae. No. I would say that where Mr. Liebhardt— 

Mr. Teacur. Mr. Liebhardt was Mr. Dodge’s brother-in-law ? 

Mr. Heec. Mr. Liebhardt was Mr. Dodge’s brother-in-law. Mr. 
Dodge stepped into the picture to protect his sister’s interests. 

Mr. Treacur. I think our records indicate Mr. Dodge was loan onar- 
anty officer at that time. 

Mr. Heec. You mean after Mr. Liebhardt died ? 

Mr. Teacur. He was mixed up in itall the way through. 

Mr. Heee. I willagree to that. 

Mr. Teague. You never saw any correspondence between your com- 
pany and their company, California Realty ? 

Mr. Heaa. Never. 

Mr. TY AGU RE. For the record, it shows that Mr. F. ( ns Liebhardt. Mrs. 
F.C. Liebhardt. Mr. Charles A. Dodge, Mr. John Milton Barber. and 
Mr. Dana McEwen were directors of the California Realty & Loan Co. 

Mr. Heee. I didn’t even know that. , 

Mr. Teacur. Mr. John Milton Barber was president of the company. 
Now, Mr. Hegg, do you know of any gifts or money that was given by 
your organization to any Veterans’ Administration employees, other 
than the $2,000 spoken ot ¢ 

Mr. Heea. I do not. 

Mr. Cuvporr. Or, Mr. Hegg, you spoke of making loans on a colored 
project or tract. 

Mr. Heoe. Yes. 

Mr. Cuvporr. How many units were there in that tract? 

Mr. Hraae. Oh, that was one of the reasons why we turned over the 
servicing to the California set-up, was that we had all these Negroes 
coming in there with their kids, and everything else, and bottleneck- 
ing the whole place. We had a lot of complaints from investors and 
other people. I just had to get those things out. That was the start. 
We got rid of a lot of others. 

Mr. Cuuporr. Isn't it true there were only a few colored people? 

Mr. Hece. No. There was about, as I reeall. sir, there must have 
been at least 40 or 50 houses in that unit. 
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Mr. Cuuporr. You stated that you turned over to the California 
Realty & Loan Co. approximately $11,000,000 in loans, to be serviced 
for Federal National Mortgage Association 

Mr. Heea. Yes. 

Mr. Cuuporr. Was that all the loans you had? 

Mr. Heaa. No. ‘ 

Mr. Cuuporr. How many loans do you service in your own organ- 
ization ¢ 

Mr. Hece. Well, we have right now up for consideration something 
like 7 million right now, and I would say, without the records before 
me, I think maybe we are serving probably maybe 4 or 5 million. 

Mr. Cuuporr. Is it true that Mr. Dodge accompanied Mr. Lieb- 
hardt on occasion when they requested that : these loans be turned over 
to the California Realty & Loan Co.? 

Mr. Hee. That I could not answer; I don’t know. 

Mr. Cuvuporr. Now, Mr. Teague just covered something about the 
association of Mr. Clarke and Mr. Jackson with the J. W. Anderson 
Corp. Do you know of any monetary arrangement they had with 
J. Ww Anderson Co. ? 

Mr. Heee. No; not so far as Johnny "Anderson is concerned. 

Mr. Cuvuporr. Did you ever discuss the outside activities of Mr. 
Clarke and Mr. Jackson with them at any time ? 

Mr. Hee. Only what I heard about 2 months before this broke, 
and that was the first intimation I had there was any outside activity. 

Mr. Cuvuvorr. What did they tell you on that occasion ? 

Mr. Hece. It was told to me at that particular time, no. 

Mr. Cuvuporr. What do you mean “no”? 

Mr. Hece. They had no outside interest. 

Mr. Cuuporr. Did you later learn they did have outside activi- 
ties ? 

Mr. Heaa. Yes; I later learned it. 

Mr. Teacue. How did you learn that? 

Mr. Heec. After this explosion happened down here, then things 
started to come to light. 

Mr. Teacur. What all came to your attention? Why were they 
finally asked to withdraw as vice preside nt of the association? What 
came to your attention? What was it that embarrassed you? 

Mr. Hece. Well, several things embarrassed me, and I think you 
have the record before you. One was the consideration of outside 
activities with the lending institution, which is against rules and regu- 
lations of the Federal Home Loan Bank. 

Mr. Teacur. Say that again. 

Mr. Heae. H; aving an outside connection with the builder. 

Mr. Teacur. What was that connection? What are you speak- 
ing of? 

Mr. Heae. I am talking now about the Hubner Building Co., where 
we had associated with them. And we were loaning our funds to 
them for the construction of these homes, even though they were in- 
sured loans. That is the direct violation of your Federal home loan 
bank regulations. No officer can be a member of a corporate set-up 


wherein they are borrowing money from the institution they are an. 


officer of. 
Mr. Treacur. What else ? 
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Mr. Heee. And the other thing was the fact of knowledge, of which 
I think you will find in your investigations—which is being done very 
promiscuously around here—where the veterans are selling their 
rights. As to this one particular case that came to my attention, it 
was the fact this chap had a civil-service job offered to him back in 
Detroit. He had no money and he wanted to get back. And, as I 
understand—this is all hearsay—he came to Mr. Jackson and wanted 
to know how he could get back to Detroit. He didn’t want to go 
through with the Veterans’ set-up here, but he had a chance to get 
back. 

As I understand, innocently, Mr. Jackson even had people around 
here from real-estate offices, going out and soliciting the veterans, in 
order to turn over their rights. And Mr. Jackson, I think, offered 
him $250. 

Mr. Teacue. You don’t think Mr. Jackson was aware of what he 
was doing ? 

Mr. Heae. I don’t think so. I think it was a common practice at 
that time. 

Mr. Teacur. You think he was not aware of the fact that was not 
according to law? 

Mr. Heea. I don’t think he was. I think he did that very inno- 
cently. 

Mr. Cuvuporr. How would this thing operate? He went out and 
bought veterans’ rights for $250? Would you clarify that a little 
bit ¢ 

Mr. Heae. I will be very happy to. You see, the veterans, when a 
veteran gets his certificate of eligibility, then he has the right to build 
this particular house. 

Now, something may happen somewhere along the line, before he 
moves into this house, and he may have gone back into active service 
again. He may have an opportunity, like the gentleman I mentioned, 
that wanted to get back to Detroit, and he is not interested in carrying 
on with the program. He then sells or deeds to an individual, for a 
consideration, the turn-over of this property for occupancy. 

Mr. Cuuporr. That would be a perfectly legal reason to do it ? 

Mr. Hrec. Yes, apparently; but it is against rules and regulations. 

Mr. Cuuporr. But if a group got together and solicited veterans to 
just make applicaitons for loans to build homes and then turn over 
the eligibility certificates to build, that would be illegal ? 

Mr. Heea. I would think so. 

Mr. Cuuporr. In other words, there are things that you might 
stretch the law to help a veteran with, that got in difficulty ? 

Mr. Heae. Yes. 

Mr. Cuvuporr. This was a conspiracy that grew up, to solicit vet- 
erans to go in and get application to build a home and then give them 
$250 for their certificates ? 

Mr. Heaa. That is right. 

Mr. Cuvuporr. How many of those situations took place in and 
around San Diego? 

Mr. Heaa. I couldn’t answer. I know it was common practice and 
done a great deal: might have been a thousand or a hundred. 

Mr. Cuuporr. Did the Veterans’ Administration know this was 


going on ¢ 
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Mr. Heec. That I couldn’t answer. 

Mr. Cuvuporr. Or, Mr. Hegg, in your discussion with Mr. Clarke 
and Mr. Jackson, did they mention any financial arrangement they 
had with J. W. Anderson ¢ 

Mr. Heae. No. 

Mr. Cuuporr. They didn’t mention anything concerning $111,000 
they were supposed to get from J. W. Anderson ? 

Mr. Heae. That is news to me. 

Mr. ‘Tracur. This is the first time you heard of $111,000? 

Mr. Heee. Yes. That is a fantastic figure. 

Mr. Treacur. We have testimony or evidence, Mr. Hegg, that Mr. 
Clarke and Mr. Jackson entered into a business deal with Mr. Ander- 
son whereby they were to get each a third of the profits, which totaled 
$111,000. 

Mr. Heoe. That I could not answer. I don’t know. 

Mr. Treacur. Is Mr. Donnelley your attorney ¢ 

Mr. Hreee. Mr. Donnelley? No. 

Mr. Cuvuporr. Do you know a Mr. Jack A. Donnelley ? 

Mr. Heae. Yes. 

Mr. Cuvuporr. Is he a member of the bar in San Diego? 

Mr. Heae. I think he is. 

Mr. Cuuporr. Did you ever have any business dealings with him? 

Mr. Heaca. No, never, 

Mr. Cuvporr. Or was it the present status of the San Diego Fed- 
eral Savings and Loan Association in relation to the Veterans’ Admin- 
istration, at the moment / 

Mr. Heee. Well, unfortunately, due to the fact, as I explained to 
you before, we had made over 4,000 veterans’ loans in an amount 
exceeding 35 million, and when this trouble all started, we then per- 
mitted the Veterans’ Administration examiner to come in, so our 
institution could operate in every way possible that we could, to 
help this thing out, to get the thing ironed out and straightened up. 

He found 16 cases of technical violation. What I mean by “technical 
violation” is some little silly thing, or something. And we have offered 
to take back into our own associat lon, and not have the loans insured. 
But, anyway, they were technical violations. 

Mr. Cuuporr. What do you consider a technical violation 4 

Mr. Heee. Well, you might say, all right, here is a veteran that 
comes in and he makes application for a loan. We have to vet a 
credit report, or we get a credit report. Then the credit report goes 
down and it lays doWn in the Veterans’ Administration sometimes for 
3 and 4 months, before the thing is serviced. 

Now, you are not getting any service when that thing is happening. 
The same thing is happening right now, I might bring out, if you 
want to know it. 

Now, then, after a certain length of time we have the right of 
taking that application and placing that in another channel. But 
now we have two applications. That is an error, a technical violation. 
We shouldn't have two applications, but that was done to facilitate 
the veterans program. 

Mr. Cuvuporr. It wasn’t technical: it was willful. Wasn't it? 

Mr. Hecae. I don’t know. It might have been out of 4,000 loans— 

Mr. Cuvuporr. You are interested in making a profit on this loan, 
and you figure if you can't get it from Peter you get it from Paul? 
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You have two or three or four of these lying around, and the first one 
that comes around, then you grant the loan? 

Mr. Heaa. No. 

Mr. Cuuporr. Everything, in your opinion, seems to be profit. 

Mr. Heec. We are not in it for profit. There are no stockholders 
involved. I am trying to tell you that we are trying to develop a 
community and help the veterans. 

Mr. Cuvuporr. That is what you are trying to do? 

Mr. Heaa. We have been doing; we are doing it. 

Mr. Cuuporr. Or is it true that, after you submitted this other 
application, the previous application had been turned down by the 
Veterans’ Administration / 

Mr. Heee. That is right. That was not right; I agree with you. 

Mr. Cuvuporr. You had the veteran sign two applications at the 
time he applied 

Mr. Heea. I didn’t. That was done by my department. 

Mr. CHLUDOFF. What have you done to correct that ¢ 

Mr. Heca. | had ho knowledge of that. We have offered to take 
those loans back that are in violation, and take them out of the author- 
ity end of it, and to treat them as we would treat a salvaging operation. 

Mr. Cuvuporr. Mr. Hegg, why don’t you tell us where you got caught 
was that you were willing to rectify it, and where they didn’t catch 
you, you were forgetting about it / 

Mr. Hraa. 1 don't think that is fair. 

Mr. Teacur. How much money would the California Realty & 
Loan Co. make for servicil & SLLOOO 000 in loans? 

Mr. Heag. They make a half a point. 

Mr. Teacur. How much would that be for $11,000,000 7 

Mr. Morton. $95,000 

Mr. Hraa. SDD 000, You mean if they have to keep all the records / 

Mr. Tracur. Isn't that a big part of your business / 

Mr. Hraa. No. 

Mr. Teacur. A small part ¢ 

Mr. Hraa. Yes 

Mr. Treacur. Then you felt like you were turning something over 
here toa company that made S60.000 out of it: that it wasn’t particu 
larly unusual, so far as your company was concerned / 

Mr. Hraa. We didn't nave facilities to handle it. We didnt have 
the personne l. 

Mr. Teacur. Why did you handle it in the first place / 

Mr. Hac. Pardon / 

Mr. Tracur. Why did you handle it, in the first place, if you knew 
you didn’t have the facilities to take care of it? 

Mr. Heaa. The thing vot beyond us. We were develéping and 
making the loans. Westarted in onthe program in a modest way, and 
the thing, naturally, grows and grows and grows until it becomes 
topheavy. 

Mr. Parren. You say Clarke and Jackson left when “this thing 
broke” is the term. What did you mean by when “this thing broke” ¢ 

Mr. Hece. I mean the Veterans’ Administration investigation, when 
they made the turn-over. Then beyond the investigation ? 

Mr. Parren. Why did you get rid of Clarke and Jackson? You 
said “the thing broke.” What do you mean ? 


br eee | 











14 VETERANS’ LOAN GUARANTY PROGRAM 


Mr. Hece. The publicity attached to it was not favorable to my asso- 
ciation. I kept Mr. Jackson and Mr. Clarke on for about 30 days 
after that. 

By the way, I didn’t finish my question to you, sir. We were placed 
upon “temporarily suspended” basis, and that is where we set at the 
present time. 

Mr. Orr. Do you know of any connection that Mr. Jackson had with 
the California Realty & Loan Co. ? 

Mr. Heee, No. I heard he was interested in it. 

Mr. Orr. From what source? 

Mr. Hece. I don’t know. It just came to me, in a roundabout way. 

Mr: Orr. Did Mr. Jackson tell you? 

Mr. Heec. He was a director of it. That didn’t develop until after 
the investigation. 

Mr. Orr. Did he tell you how much money he was receiving as a 
director ¢ 

Mr. Heec. No; I don’t know anything about that. 

Mr. Teacur. Mr. Hegg, tell us what you know about Gross Mont 
Homes and what part your company played in the development of 
Gross Mont Homes. 

Mr. Hee. Gross Mont Homes was a development which was, in 
my opinion, a key development for San Diego, a subdivision. It is 
only about 11 or 12 minutes from downtown San Diego, which serves 
all of your aircraft plants and so forth. It comes at the end of the 
Freeway. It was first put on by a gentleman from Texas, by the way, 
by the name of Howell. He, in turn, started the development, but 
got into trouble with the city of La Mesa, in which they were planning 
an annex, or something there. 

He was not able to finish it. And then the tract was redeveloped 
and reorganized, when I came into the picture. 

In this subdivision are some 2,500 possible-building sites. Finally 
this subdivision was then put into the corporate limits of La Mesa. 

Now, we went in there with the idea of developing that for GI 
homes. We now have 635 houses lying dormant at the present time, in 
the first tract. 

Mr. Tracur. How much money did you put into this organization, 
Mr. Hegg? . 

Mr. Heec. You mean for the development of that land ? 

Mr. Treacuer. Yes. 

Mr. Hece. About a million and a half, I would say. That includes 
your sewers and streets. 

* Mr. Cuvvorr. Jackson and Clarke were in this thing, too? 

Mr. Hees. No. 

Mr. Cuvporr. What did Jackson and Clarke do for the San Deigo 
Building & Loan Association besides being vice presidents? What 
were their duties ? 

Mr. Hece. Well, Mr. Jackson was in charge of the Veterans’ Ad- 
ministration program and the Federal Housing Authority program 
and was also auditor. 

Mr. Clarke was my contact man or public-relations man, in charge 
of advertising, and also my head appraiser. 

Mr. Cuvporr. How much did they get a year for this? 

Mr. Hece. Their salary was, I think, around $10,000 a year. 
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Mr. Cuuporr. As a matter of fact, they each got $12,000 a year, 
didn’t they ¢ 

Mr. Heae. I think they did; yes, with bonuses. 

Mr. Cuvvorr. At the time they were working for the San Diego 
Federal Savings & Loan Association, earning $12,000 a year, they 
were also working for the Rolando Homes, Inc.; weren’t they? 

Mr. Hece. That I could not answer. Rolando Homes? No; I 
don’t know that. 

Mr. Cuuporr. You don’t know whether they were or weren't ? 

Mr. Heeea. I do not. 

Mr. Teacve. Mr. Hegg, the record we have indicates that you ad- 
vanced about $4,680,000 on a promissory note, secured by deed of 
trust on La Mesa Park Homes, which was a part of Gross Mont, into 
that development out there. 

Mr. Heoe. That is right. 

Mr. Tracue. Is that about right? 

Mr. Heae. That is right. 

Mr. Treacur. You usually advance that much money on a promis- 
sory note; do you? 

Mr. Heac. Yes, on developments. We have the land for security. 

Mr. Teacur. Do you have any questions, Mr. Scudder? 

Mr. Scupper. No. 

Mr. Treacur. Mr. Morton / 

Mr. Morron. No. 

Mr. Cuuporr. I do. I want to get back to Mr. Paige and the $2,000 
overtime pay. 

Did you pay Mr. Paige in cash or did you give him a check for 
the overtime pay ¢ 

Mr. Heec. That was paid in cash. 

Mr. Cuuporr. Did it appear on your books and records as an expense 
of the association ? 

Mr. Heaa. Yes. 

Mr. Cuvuporr. But you did give him cash? 

Mr. Heaa. Yes. 

Mr. Cuuporr. Do you usually pay your bills and write a check with 
a voucher? 

Mr. Heee. That was done—let me explain that. 

Mr. Cuuporr. I want you to. 

Mr. Heec. Please. So far as my end of the transaction was con- 
cerned, it was this: I approved the payment, I initialed that. I didn’t 
know whether they were being paid in check or in cash. All I know 
was that Paige was getting $400 a month to get these loans out. 

Mr. Cuuporr. Did you ever ask him for an accounting ? 

Mr. Heae. I never did: no, sir. 

Mr. Cuuporr. You felt so long as you got the value—— 

Mr. Heee. The work done, was what I was after. 

Mr. Cuuporr. You wanted the value for what you paid for. You 
didn’t care what he did with it, even if he took it and threw it in 
the bay ¢ 

Mr. Heee. That was all I wanted; was to get the work out. I got 
the work out, and I knew somebody was being paid. I don’t think Mr. 
Paige kept a dime of that money. That is my personal opinion. 

Mr. Cuuporr. It was paid in cash? 
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Mr. Heee. It was paid incash. It was entered in our books, and we 
have photostats of these pay-outs. 

Mr. Cuuporr. It would be unusual for $400 a month to be paid in 
cash: would it not ? 

Mr. Hece. No; not in a big operation. 

Mr. Cuvuporr. It would not ? 

Mr. Heae. No. 

Mr. Orr. In discussing this situation with Mr. Paige, did he ever 
indicate to you it was a violation of Federal statute for Government 
employees to receive pay for work they were supposed to do during 
official hours ? 

Mr. Hecea. No. 

Mr. Orr. He told you it was against the law to send the employees 
to our office: did he not? 

Mr. Heee. Yes; or send their employees up to my office. If he could 
get these people down there to work overtime, Saturdays and Sundays 
and nights, why, that was the understanding; that they were to put in 
their time and get the loans out for us. 

My own personal feeling was, “My gosh, these boys and people are 
underpaid, anyway, and if they can get a few extra dollars, fine and 
dandy, if they are willing to work.” 

That isthe way I felt about the whole transaction. I was faced with 
a very serious problem, so far as the operation of my association was 
concerned. 

Mr. Tracur. So far as you are concerned, you feel the taxpayers 
and the veterans have gotten a fair deal from your organization ¢ 

Mr. Hraa. Yes. 

Mr. Teacvr. Even with what you learned later about Mr. Jackson 
and Mr. Clarke? 

Mr. Leaa. | do. 

Mr. Tracur. You think you have helped the veterans and helped 
the development of your community ¢ 

Mr. Heaa. I really do. 

Mr. Mravows. Are you now aware that a bulk of the large projects 
built in and around San Diego were financed by your organization 
and that financing was secured generally through contacts of Mr. 
Jackson and Mr. Clarke, and that the appraisals on those units were 
venerally and largely the same group of Veterans’ Administration ap 
praisers with which they were doing business? Are you now ware 
of that / 

Mr. Heee. The only thing I am aware of, sir, is the fact I was not 
particularly concerned with the appraisals on those properties. I was 
relying upon the Veterans’ Administration to give me the appraisals 
on those properties. Who made those appraisals, | couldn't tell you. 

Mr. Meapows. If I came here as a builder and contractor and en 
joved a good reputation and reasonable finances, could I go to your 
organization—a fact before you discharged Mr. Jackson and Mr. 
Clarke—could I go there and negotiate a loan, dealing with those two 
gentlemen, practically unbeknownst to you 4 

Mr. Heae. No: it would come to my attention, if you are working on 
an assured basis and were interested ina loan. I would probably S1Ze 
up the ground and location, what it looked like, and would say, “All 
rht. Get the Veterans’ Administration approval on it. If it is all 
ht 


rig 
right, let’s go.” 
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Mr. Orr. Mr. Hegg, do you carry on any other activities besides 
making loans on properties, such as we have been discussing this 
morning? In other words, insuring the loans and something of that 
sort ¢ 

Mr. Heae. Yes. 

Mr. Orr. Will you explain that? 

Mr. Heee. In what way / 

Mr. Orr. Your participation in connection with insurance protec- 
tion in Veterans’ Administration housing. 

Mr. Heag. I have what is known as the San Diego Insurance Agency. 
We insure on the fire insurance. Are you speaking about fire insur- 
ance ¢ 

Mr. Orr. Yes. 

Mr. Heee. Yes. That is a common practice. 

Mr. Meapows. Is it your business, personal business ¢ 

Mr. Hee. That is my personal business. 

Mr. Orr. What income do you derive as a result of your insurance 
activities, in connection with veterans’ homes ? 

Mr. Heae. Well, by the time you pay the overhead and everything 
else, I suppose I realize, with the income tax- 

Mr. Orr. What overhead do you have? 

Mr. Heee. A couple of girls and private office and we rent private 
space. 

Mr. Orr. About how much business do you write a year, approxi- 
mately ¢ 

Mr. Heee. Gross business, or do you mean a net ? 

Mr. Orr. Net or gross, either one or both. 

Mr. Heae. Maybe I could give you the answer quicker by saying 
what the net is. Probably the net figure would run around maybe, 
on the premiums, run around about $35,000 a year. Then the net on 
that would run about 30 percent of the $35,000. 

Mr. Orr. That is the amount you would derive from that ? 

Mr. Heee. That is right. Your deductions come out of that, your 
expenses and income tax. And what you have left doesn’t amount to 
a heck of a lot. 

Mr. Orr. Are you also interested in any title companies ¢ 

Mr. Hraa. Yes: I am interested in the Federal Title & Trust Ex. 
and have been for many, many years. I am, in a monetary way, in a 
very small way now, in that the title company was purchased by a 
Los Angeles concern, the Security Title & Trust Co. I am still a di- 
rector, on the board, and also a member of the executive committee. 

Mr. Cuvuporr. How about construction companies, do you own any? 

Mr. Heae. No. 

Mr. Cuvporr. Do you insist that veterans come to you for a loan, 
that at that time they buy the insurance from your agency ? 

Mr. Heaa. Not necessarily. 

Mr. Cuuporr. That the veteran buy the title from a certain title 
company ¢ 

Mr. Heaa. No. 

Mr. Cuuporr. There is nothing in the agreement he is to take it 
through your association / 

Mr. Hraa. No. We have three title companies. We deal with all 
three of them. It is the Union Title Co., the Land Title, and the 
Southern Title & Trust. 
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Mr. Cuvuvorr. How many loans have you negotiated with veterans 
in loans? That is, for the years 1949 and 1950. 

Mr. Heee. I would say it was 4,000 all together. When we started 
first in the program ¢ 

Mr. Cuvuvorr. When did the program start? 

Mr. Heee. 1948. 

Mr. Cuuporr. Those 4,000 loans, you negotiated how many of 
those—how many of those borrowers bought fire insurance through 
your company £ 

Mr. Heee. That I could not answer. 

Mr. Cuvuporr. Would you say 50 percent ¢ 

Mr. Hece. I would say 50 percent. 

Mr. Cuvporr. Would you say better than 50 percent? 

Mr. Heac. Probably a little bit better. 

Mr. Cuvuporr. Isn’t it your policy, when somebody makes a loan, 
that you tell them they should or they must buy fire insurance through 
your agency ¢ 

Mr. Heae. No. 

Mr. Cuvuporr. Do they request to buy fire insurance through your 
agency ¢ 

Mr. Heraa. Yes. 

Mr. Cuvporr. In other words, they come in and say, “Please sell 
me a policy through your agency”? 

Mr. Hea. It isn’t compulsory. We have a lot of agencies in town 
that furnish policies on our loans. 

Mr. Cuvporr. You can make the sale, if you can, then you try to do 
it ? 

Mr. Heae. Yes. 

Mr. Orr. In writing the policies, do you write them on the improve- 
ments, the house or the lot and the improvements ¢ 

Mr. Heae. No; on the improvements only. 

Mr. Orr. Haven’t there some cases you took the entire value of the 
land and the improvements and covered that in your insurance policy ? 

Mr. Hece. No. You take the amount of the improvements that go 
on—you can’t put fire insurance on land. You are putting it on the 
improvements on the land. 

Mr. Orr. I didn’t think so, either, but 1 understand it is being done. 

Mr. Heea. No. 

Mr. Cuuporr. If I agree to buy a lot and house and construct a 
house for $12,000, do you insist on a $12,000 policy ¢ 

Mr. Heaa. The house is going to take $8,900, if that is what it takes 
to construct it, that is what we take. 

Mr. Orr. You have never written any on the complete value of the 
sale price ¢ 

Mr. Heae. No. 

Mr. Tracur. That is all, Mr. Hegg. You may go about your busi- 
ness. We wish, if you are leaving San Diego, you would let us know 
before we get through here. 

Mr. Heaa. | will be right here. 
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STATEMENTS OF ALTON BOOKMAN JACKSON AND WRELTON 
LAFAYETTE CLARKE, VICE PRESIDENTS OF THE SAN DIEGO 
FEDERAL SAVINGS AND LOAN ASSOCIATION, SAN DIEGO, CALIF. 


Mr. Tracur. Please state your names. 

Mr. CrarKke. Wrelton Lafayette Clarke. 

Mr. Jackson. Alton Bookman Jackson. 

Mr. ‘Teacur. You were vice presidents of the San Diego Federal 
Savings and Loan Association, at a salary of $12,000 per year? Isthat 
correct as to both of you ¢ 

Mr. Cuarke. Yes. 

Mr. Jackson. Yes. 

Mr. Treacur. You are interested, as a partner, in the Harmon Con- 
struction Co., at a salary of $750 per month, is that correct # 

Mr. Jackson. I knew nothing about the Harmon Construction Co. 

Mr. Tracur. Mr. Clarke, you had no connection with the Harmon 
Construction Co. ¢ 

Mr. CuarKe. That is right. 

Mr. Teacur. You had no connection with the Harmon Construction 
Co., Mr. Jackson ? 

Mr. Jackson. That is right. 

Mr. Tracur. Have you ever heard of the Harmon Construction Co., 
Mr. Clarke. 

Mr. Crarx. I think I might have heard the name once very 
remotely. 

Mr. Teacur. You know a man named Mr. James P. Bennett ? 

Mr. Cuarke. I have met him. 

Mr. Tracue. Do you know a man named Mr. James P. Bennett, Mr. 
Jackson ?¢ 

Mr. Jackson. Yes. 

Mr. Treacur. Who is he? 

Mr. Jackson. He is my brother-in-law, an insurance broker in 
Los Angeles. 

Mr. Teacvur. Do you know whether Mr. Bennett has any interest in 
the Harmon Construction Co., Mr. Jackson ? 

Mr. Jackson. Not that I know of; I doubt it very much. 

Mr. Tracur. You never discussed it with him? You never talked 
to him about it at all? 

Mr. JACKSON. No. 

Mr. Teacur. All right, sir. Do either of you own or have you any 
interest in Rolando Homes. Inc.? Mr. Clarke ¢ 

Mr. Criarke. Well, sir, I would like to state right at this moment 
that under the provisions of the constitutional amendments V and 
XIV of the United States Constitution, that I must refuse to answer 
any questions of that nature, on the ground I might incriminate 
myself. 

Mr. Tracur. Read the question. 

(The question was read. ) 
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Mr. Cuuporr. You say you refuse to answer that question on con- 
stitutional grounds ¢ 

Mr. Cuarke. Yes. 

Mr. Cuvuporr. Do you have counsel here / 

Mr. Cuarke. Yes, I do. 

Mr. Cuuporr. Will you consult with your counsel first before you 
give us a definite answer ¢ 

Mr. Ciarke. Will I consult with him ? 

Mr. Cuuporr. Yes. 

Mr. Ciarke. I will be glad to. 

Mr. Cuuporr. I presume you have consulted with counsel and you 
have made your answer ¢ 

Mr. Cuarke. That is correct. 

Mr. Cuuporr. You will not answer that question on the grounds it 
will incriminate you and is a violation of both the California and 
United States Constitutions ? 

Mr. Ciarke. That is right. 

Mr. Parren. The press is having a little trouble in hearing you. 

Mr. Ciarke. | am doing the best I can. 

Mr. Cuuporr. Mr. Chairman, I can’t see why an answer to a question, 
“Do you have interest in a particular building company” that 
could be answered “Yes” or “No,” would be a violation of this man’s 
constitutional rights. I it like you to instruct him, he might be in 
contempt of this committee should he not answer. 

Mr. Cuarke. I would like to remind you, sir, | am under arrest, with 
general charges, by the Government, and I think I have a right to 
refuse to answer. 

Mr. Cuuporr. Are you under indictment, under the United States 
Code ? 

Mr. CLarke. Not under indictment yet 

Mr. Cuuporr. You are only ch: irged w ith a crime? 

Mr. Ciarke. Yes. 

Mr. Teacur. [am sure Mr. Clarke understands there is a possibility 
of his being under contempt to this committee. 

Mr. Cuarke. I understand that. I understand there may be other 
charges brought against me, and I do not know of what nature. I 
think I consequently have the right to refuse to answer. 

Mr. Tracue. That is correct. We are only out here looking for 
information. 

Mr. Cuiarke. I understand. 

Mr.*Tracur. You are well aware of the fact there has been quite an 
investigation out here ¢ 

Mr. Cuarke. Yes. 

Mr. Tracur. So you can just sit there and say nothing. I am going 
to ask some of the investigators what oar econ ition we have that indi- 
cates certain things. You can either comment or leave it. 

Mr. Ciarke. All right. 

Mr. Teacur. In that way we are going to get the information out 
that we have. However it comes out later, that is all right. 

Mr. Jackson, would you answer the question on Rolando Homes, or 
do you want to refuse to answer, based upon the same grounds? 

Mr. Jackson. Yes. 

Mr. Meapows. Make the statement, please. 
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Mr. Jackson. Based upon the fifth and fourteenth amendments of 
the Constitution of the United States, I refuse to answer the question ; 
it might incriminate me. 

Mr. Cuuporr. In order that the record is clear, ask the question 
again. If there is going to be any citation for contempt, 1 would 
like to have the record clear, so that there can’t be any defense that 
the question wasn’t asked the second witness. 

Mr. TEAGUE. I ask the question whether or not Mr. ¢ ‘larke, and you, 
Mr. Jackson, hold any interest in Rolando Homes, Inc. The answer 
was from each of you that you refuse to answer on the vrounds it 
might incriminate you. Is that correct, Mr. Clarke ¢ 

Mr. CLarke. Yes. 

Mr. ‘TEeacure. Is that correct, Mr. Jackson ? 

Mr. Jackson. Yes. 

Mr. Teacur. Mr. Orr, will you tell us in the investigation what was 
found as to the relationship between Mr. Clarke and Mr. Jackson, 
first, so far as the Harmon Construction Co. is concerned ¢ 

Mr. Orr. The evidence in connection with the Harmon Construction 
Co. is that it is a company apparently formed to construct a number 
of dwellings, of which Francis G. Paige and Dana McEwen, and 
others, were involved in. It shows that Mr. Jackson was recelving 
a salary of $750 per month from the Harmon Construction Co. 

Mr. Tracue. Now, do you have anything on Mr. Clarke on that 
company ¢ 

Mr. Orr. | believe SO. Oh, ves. The evidence also indicates that 
Mr. ( ‘larke was also a partner of the Harmon Construct ion ata salary 
of S750 per month. 

Mr. Ti icure. All right. Let’s 70 to Rolando Homes. LIne. 

Mr. Orr. In the case of Mr. Clarke, Mr. Clarke invested the sum 
of $2,000 under the-——— 

Mr. Treacur. Mr. Clarke or Mr. Jackson ? 

Mr. Orr. That is Mr. Clarke. Under the name of James P. Ben- 
nett, a brother-in-law of Mr. A. B. Jackson. 

Mr. Teacve. All right. 

Mr. Orr. The same is true in the ease of Mr. A. B. Jackson. 

Mr. Teacve. All right. Will you tell us what the record shows, so 
far as their relationship with Mr. J. W. Anderson is concerned ¢ 

Mr. Orr. I would like to go further and say, in connection with 
Rolando Homes, that it is indicated that Mr. Jackson received a profit 
or compensation in the amount of $1,250 from the Rolando Homes. 

The evidence also shows that in connection with J. W. Anderson 
transaction that Messrs. Jackson and Clarke were to receive, under an 
agreement drawn between Anderson and Messrs. Clarke and Jackson, 
one-third of the profits from a tract known as James Park and Plu- 
mosa Manor Park unit No. 2. 

Mr. Treacur. Mr. Jackson and Mr. Clarke, I want to be sure we get 
this straight. You don’t want to answer the questions on J. W. An- 
derson, either ? 

Mr. Ciarke. No. 

Mr. Teague. Hubner Co., either ? 

Mr. Ciarke. No. 

Mr. Treacue. All right. Go ahead. 











22 VETERANS’ LOAN GUARANTY PROGRAM 


Mr. Orr. It is indicated that the amount to be received jointly by 
Messrs. Clarke and Jackson would have amounted to $111,000. a 
ever, this agreement was voided on July 2, 1951. 

I believe this agreement was drawn by the attorney for J. W. Ander- 
son and Messrs. Clarke and Jackson; Mr. Jack A. Donnelley. 

Mr. Teacuer. All right. Will you tell us what the record shows so 
far as the Hubner Building Co. is concerned ? 

Mr. Orr. The evidence shows, in connection with the Hubner Build- 
ing Co., Messrs. Clarke and Jackson invested the sum of $7,000 each, 
and that they shared in one-third of the profits from this enterprise. 

Mr. Treacvur. One-third or one-sixth ? 

Mr. Morton. One-sixth each. 

Mr. Orr. One-third between them; one-sixth each. 

Mr. Teacur. Now, Mr. Orr, will you tell us something about who 
were the officers and directors of Harmon Construction Co., J. W. An- 
derson Co., and the Hubner Building Co. ? 

Mr. Meavows. Do you have that handy? 

Mr. Orr, I can give it to you on Rolando Homes. 

Mr. Meavows. We will get it during the recess. 

Mr. Teacue. All right. 

Mr. Orr. In connection with Rolando Homes, the Rolando Homes 
Corp., the original corporation shows officers were Dana McEwen, 
Ben Margolis, Robert H. Skinner, Louis A. Harmon, and James P. 
Bennett. 

McEwen had 2,000 shares, and Ben Margolis had 2,000 shares, 
Robert Skinner had 2,000, and James P. Bennett had 4,000 shares, 

The tentative salary schedule from the auditors is McEwen, $1,000 
per month; Clarke, $750 per month; Jackson, $750 per month; Mar- 
golis, $750 per month; Louis A. Harmon, $375, and Robert H. Skinner, 
$375 per month. And the Rolando Homes, an outgrowth—— 

Mr. Teacue. Mr. Orr, would you tell us who is Mr. Skinner ? 

Mr. Orr. Mr. Robert A. Skinner is the stepson of Francis G. Paige, 
former assistant loan guaranty officer of the Veterans’ Administration. 

Mr. Teacur. Mr. Paige is? 

Mr. Orr. Mr. Paige is the former assistant loan guaranty officer of 
the San Diego office of the Veterans’ Administration. 

Mr. Tracur. When this was taking place, what was his position? 

Mr. Orr. At that time his position was the assistant loan guaranty 
officer of the Veterans’ Administration. 

Mr. Meapows. Where does the name of Harmon Construction Co. 
come from? , 

Mr. Orr. Harmon is the maiden name of Mrs. Paige, wife of Francis 
G. Paige. 

Mr. Teacue. You heard the testimony of Mr. Hegg, about paying 
$2,000 to Veterans’ Administration employees for overtime wor Do 
you know whether or not those employees received that money ¢ 

Mr. Jackson. I refuse to answer the question, based upon the same 
statement. 

Mr. Tracur. Mr. Jackson, I want to be just as fair as possible. 
I am not trying to trap you or anything like that. 

[I also want to warn you you can just say “No” to all of these and get 
yourself in some very serious trouble. I suggest you talk to your 
attorney about it before you answer, unless you are an attorney. 

Mr. Jackson. I am no attorney. 
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Mr. Treacue. As I say, I don’t want to trap you in any way or get 
you to say a word here that will hurt you. But if you decide to say 
“No” to everything, you can get yourself in serious trouble before 
this is over. 

Mr. Meapows. Individual responses must be made to each question, 
Mr. Jackson, and Mr. Clarke, and must be exercised each time in good 
faith. You can’t make a blanket statement you refuse to answer any 
question on the ground it may tend to incriminate you. You must 
make the answers to each question and on each grounds. 

Mr. Cuuporr. For the record, and before you talk to your attorney, 
[ for one am going to ask you be cited for contempt of this committee, 
unless the answers you give would be incriminating. The question 
is whether or not you are a director of a corporation does not incrimi- 
nate you. But toask a question that as a director did you do A, B, and 
C, might incriminate you and you would have a right to refuse. 

Mr. Jackson. I didn’t understand. 

Mr. Cuuporr. The answer to a question, “Did you do A, B, and C, 
as a director of this corporation might incriminate you and you could 
refuse to answer. But the question, “are you a director of the corpo- 
ration ?” would not incriminate you. 

Mr. Treacur. That is a matter of record. 

Mr. Cuupborr. If you say “No.” you are guilty of perjury. I am 
going to ask the Department of Justice to look into the matter. 

Mr. Jackson. Ask the question again, and I will talk to my at- 
torney. 

Mr. Teague. I asked whether or not $2,000 paid to Mr. Paige, 
to be paid for overtime work to these Veterans’ Administration em- 
ployees, whether or not you know if any of those employees received 
that money or not. 

Mr. Jackson. Can I talk to my attorney ? 

Mr. Treacur. Yes. Go ahead, Mr. Jackson. I am not trying to get 
you into anything. I don't intend to just let you sit up here and say 
“No” to everything. 

Mr. Morton. Mr. Jackson, bring your attorney over here and let 
him sit with you. 

Mr. Jackson. I am not a lawyer and I can’t answer these questions 
for you. 

Mr. Cuvuporr. For the record, counsel, may we have your name and 
address ¢ 

Mr. Donnetiey. My name is J. A. Donnelley. 

Mr. Cuvuporr. Your office address ¢ 

Mr. Donnetiey. 1403 Bank of America Building, San Diego. 

Mr. Jackson. Will you ask the question again, sir? 

Mr. Teacur. Mr. Jackson, I asked whether or not you knew whether 
this $2,000 that was paid for overtime to Veterans’ Administration 
employees, whether those employees received that money. 

Mr. Jackson. I do not know. 

Mr. Teague. All right, sir. 

The reason we asked was because the evidence is they didn’t get 
it. Maybe one person got some pay and others didn’t. That is the 
reason for the question. 

’ Mr. Cuvporr. Do you know anything about this $2,000? Do you 
know whether it was ever paid over by the San Diego Federal Savings 
and Loan Association ? 
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Mr. Jackson. I am sorry to ask so many times. I want to get it 
straight. 

Mr. Cuvporr. Do you know anything about this $2,000, whether 
or not it was actually paid over to the employees of the Veterans’ 
Administration ¢ 

Mr. Jackson. I don’t know if it was paid to the employees of the 
Veterans’ Administration. 

Mr. Cuvuporr. Was it paid to Mr. Paige? 

Mr. Jackson. It was sent down to his office, yes, sir, to his attention. 

Mr. Cuvuporr. You say it was sent down ! 

Mr. Jackson. Yes, sir. 

Mr. Cuvuporr. Did you take it or was it taken by somebody else? 

Mr. Jackson. By messenger. 

Mr. Cruporr. By whom? 

Mr. Jackson. By messenger. 

Mr. Cuvporr. An employee of the San Diego Federal Savings and 
Loan Association ? 

Mr. Jackson. Yes. 

Mr. Cuvporr. Or by Western Union ¢ 

Mr. Jackson. An employee of San Diego Savings. 

Mr. Cuvuporr. Who was that employee? 

Mr. Jackson. His name was Arthur Parfitt 

Mr. Tracur. How do you spell that, please ¢ 

Mr. Jackson. P-a-r-f-i-t-t. 

Mr. Cuvuporr. He took each one of these payments of $400 down to 
Mr. Paige and gave it to him? 

Mr. Jackson. To the best of my recollection, yes. 

Mr. Tracur. Mr. Jackson, we have evidence which indicates that 
you purchased the right or certificate of eligibility of a veteran by the 
name of Jerry Logan Clark for the sum of $300, to acquire the right 
on lot 521, Redwood Village, unit No. 4. State the circumstances sur- 
rounding this transaction, Mr. Clarke ? 

Mr. Ciarke. That is one of the questions I have to refuse to answer. 

Mr. Teaeur. I didn’t understand. 

Mr. Ciarke. I have to refuse to answer that question. 

Mr. Teacur. Mr. Orr, tell us what our evidence indicates happened 
in that case. Do you have that handy? 

Mr. Orr. Mr. Clarke purchased the rights of Jerry Logan Clark, 
a veteran, to lot 521, Redwood Village, unit No. 4, for the sum of $300, 
I believe, and at the time Jerry Logan Clark entered into this negotia- 
tion he had no intention whatsoever of occupying the dwelling as a 
home. In other words, he had no intention of acquiring a home him- 
self and he was approached by an individual and referred to Mr. 
Clarke. Mr. Clarke purchased his right. 

Mr. Cuvporr. What is the veteran’s name ? 

Mr. Teacur. Jerry Logan Clark. 

Mr. Orr. C-l-a-r-k. 

Mr. Cuvporr. Is he going to be here to testify ? 

Mr. Orr. No, sir. 

Mr. Teacur. All right. Mr. Clarke, along that same line, there 
is considerable evidence that a number of these certificates of eligi- 
bility were purchased by Mr. Jackson. 
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Do you have any information concerning any certificates he pur- 
chased from veterans which he knew were not g6ing to build a home 
or construct a home ¢ 

Mr. CrarKke. No. 

Mr. Teacur. Do you have anything on that, Mr. Orr? 

Mr. Orr. We have no evidence Mr. Clarke may have had any par- 
ticular information as to Mr. Jackson’s activities. However, I believe 
Mr. Clarke did countersign some of the applications that came in, 
in those cases where Mr. Jackson had purchased the rights of veterans. 

Mr. CLARKE. We made about $35,000,000 worth of loans. I might 
have participated in many of them. I didn’t know any details on 
purely routine matters. 

Mr. Orr. You didn’t know what was in the application; you just 
simply countersigned as a matter of course ¢ 

Mr. Cuarke. That is right: stacks of them at a time. 

Mr. Teacur. Mr. Clarke, in your capacity as vice president of the 
San Diego Federal Savings and Loan Association, did you knowingly 
and willfully submit false representation to the Veterans’ Administra- 
tion, in the case of this Jerry Logan Clark ? 

Mr. CLarke. Not to my knowledge, I didn’t. I didn’t think I did. 
I certainly had no intention to. I thought it was a perfectly legal 
transaction. 

Mr. Teacur. Were you aware of these payments to Mr. Paige? 

Mr. Cuarke. No; I was ill at the time. 

Mr. ‘Teacur. Mr. Jackson, you said those were sent down by mes- 
senger ¢ 

Mr. J ACKSON. Yes. 

Mr. Treacur. How many different payments were made? 

Mr. Jackson. I am afraid I would have to look at the record; I 
don’t know. 

Mr. CHUDOFF. You signed the voucher ? 

Mr. Jackson. I signed them to withdraw the money, at Mr. Hegg’s 
instructions, and he countersigned them. 

Mr. Cuvuporr. Did you ever see any Veterans’ Administration em- 
ployees working on these overtime hours? 

Mr. J ACKSON, No. Sir. 

Mir. CHUDOFF. Did you ever \V isit the Veterans Administrat ion otlice 
concerning these loans ¢ 

Mr. Jackson. No, sir 

Mr. Th \GUR, Mr. Ay kson, the evidence is there are five different 
pavments of S400, each sent down to Paige. 

Mr. Orr, do you have any questions of Mr. Jackson or Mr. Clarke? 

Mr. Orr. Yes. Mr. Jackson, what arrangements did you have with 
Mr. Paige in connection with these $400 sums that were sent down to 
pay Veterans’ Administration employees for overtime? What were 
the circumstances surrounding that ? 

Mr. Jackson. Similar to what Mr. Hegg previously testified to here. 

Mr. Orr. Will you repeat it? 

Mr. Jackson. To take care of any overtime, these people rush out 
these guaranties for loans we were selling to Federal National Mort 


wage Association. 
Mr. Th \GUE, Did you contact Mr. Paige or Mr. Paige contact vou ¢ 
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Mr. Jackson. No; the whole conversation came about that morning 
downstairs having a cup of coffee, when Mr. Hegg wanted to hire a 
couple of employees and put down there. And he told them he would 
do that, take care of the San Diego Federal work. 

Mr. Orr. What did he say after that? 

Mr. Jackson. It was suggested they might work overtime on it and 
pay them overtime. Mr. Hegg said, “Fine, that is what we will do.” 
Mr. Orr. Did Mr. Paige mention any names of any employees? 

Mr. Jackson. No; it wasn’t up to us, we figured. We got the things 
back and we got results. 

Mr. Cuvuporr. How did that meeting come about, accidentally, or 
did you just bump into each other? 

Mr. Jackson. cast accidentally. 

Mr. Cuvuporr. Are you sure it wasn’t prearranged ¢ 

Mr. Jackson. No; not so far as I know. 

Mr. Cuvuporr. Who was present besides you and Mr. Paige? 

Mr. Jackson. Mr. Hegg. 

Mr. Cuuporr. Just the three of you? 

Mr. Jackson. Downstairs other employees were sitting around hav- 
ing coffee. I don’t know what girls were down there having coffee. 
It is the coffee room of the San Diego Federal. 

Mr. Cuuporr. How many loans were pending with Federal Na- 
tional Mortgage Association at the date of this conversation ¢ 

Mr. Jackson. I couldn’t tell you. There was $7,000,000 worth. 

Mr. Cuvuporr. Asa result of this agreement between Mr. Paige and 
the San Diego Savings and Loan Association, all the loans were prop- 
erly processed before the deadline, is that right ? 

Mr. Jackson. Yes, sir. 

Mr. Cuvuporr. Are you a partner in the Harmon Construction Co. ? 

Mr. Jackson. In the Harmon Construction Co. ? 

Mr. Cuuporr. Yes. 

Mr. Jackson. No. 

Mr. Cuvuporr. Did you ever receive any income in the way of salary 
or emoluments or bonuses from the Harmon Construction Co. ? 

Mr. Jackson. No. 

Mr. Cuvporr. Are you an officer or director of the Rolando Homes, 
Ine. ¢ 

Mr. Jackson. An officer or director / 

Mr. Cuvuporr. Or employee. 

Mr. Jackson. I am not an officer or director of the Rolando Homes. 

Mr. Cuvuporr. Are you an employee? 

Mr. Jackson. I will have to refuse to answer that question. 

Mr. Cuvporr. Did you ever receive any income, such as profits, 
salary or bonuses from the Rolando Homes, Inc. ? 

Mr. Jackson. Rolando? 

Mr. Cuvporr. Yes. 

Mr. Jicxson. I will have to refuse to answer that question. 

Mr. Cuvporr. On the same grounds? On the same grounds, con- 
stitutional grounds? 

Mr. Jackson. Yes; constitutional grounds. 

Mr. Cuvporr. Do any members of your family or your wife’s 
family, to your knowledge, have any interest in the Orlando Homes. 
Inc. / 

Mr. Jackson. Repeat that, please. 
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(The question was read.) 

Mr. Jackson. Yes, sir; my brother-in-law has. 

Mr. Cuvporr. Do you say your brother-in-law? Is that your wife’s 
brother ¢ 

Mr. Jackson. No, sir, it is my sister’s brother. 

Mr. Cuvuporr. Your sister’s husband, you mean ? 

Mr. Jackson. Yes, husband. 

Mr. Cuvporr. What percentage, if you know, of interest does he 
have in the Rolando Homes, Inc. ? 

Mr. Jackson. He did have 4,000 shares. 

Mr. Cuvporr. How much would that be in capital investment ? 

Mr. Jackson. Two-fifths, I believe. 1 presume that is what it is, 
two-fifths, I imagine. 

Mr. Cuvuporr. Would that be $2,000? 

Mr. Jackson. $4,000. 

Mr. Cuvuporr. Now, do you have any interest or did you have any 
interest in the James Park and Plumosa Manor Park Unit No. 2? 

Mr. Jackson. I will have to refuse to answer on the constitutional 
grounds. 

Mr. Cuvporr. You have an interest or did you have an interest in 
the Hubner Building Co. ? 

Mr. Jackson. I will have to refuse to answer on constitutional 
grounds. 

Mr. Cuvuporr. Do you have an interest or did you have an interest in 
the California Realty & Loan Co. ‘ 

Mr. Jackson. I have no stock in the corporat ion; no, sir. 

Mr. Cuuporr. Does any member of your family or your wife’s 
family have any stock in the California Realty & Loan Co., or any 
interest ¢ 

Mr. Jackson. Not any stock. 

Mr. Cuuporr. What interest do they have? 

Mr. Jackson. They haven't any interest, that I know of. 

Mr. Cuvporr. Did you ever receive any salaries, bonuses, or divi- 
dends from the California Realty & Loan Co. ? 

Mr. DonneELLEeY. May we have the question read? 

(The question was read.) 

Mr. Jackson. Yes, I received a salary. 

Mr. Cuvuporr. How much was that salary ¢ 

Mr. Jackson. I got three checks, as I remember, of six and a quar- 
ter. 

Mr. Cuvuporr. Didn't you have an agreed salary with the Cali- 
fornia Realty & Loan Co. of $2,500 a year ? 

Mr. Jackson. I received the three checks. 

Mr. Cuuporr. What did you do for that $2,500? 

Mr. Jackson. They weren't familiar with the servicing of loans, 
and I helped them set up their records and accounting records. 

Mr. Cavporr. How much time a day did you devote toward setting 
up that system for them ¢ 

Mr. Jackson. At first, considerable, quite a bit of time, I devoted 
to it. 

Mr. Cuvporr. That doesn’t answer the question. 

Mr. Jackson. I can’t tell you exactly. 

Mr. Cuvuporr. Would you say you went in every day for a week ? 
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Would you say you went in every day fora month? Would you say 
you went in every day for six months? 

Mr. Jackson. We had a lot of conferences on the telephone. I 
went down several nights and helped them, did quite a bit of work for 
them. 

Mr. Orr. Who did you have these conferences with, Mr. Jackson? 

Mr. Jackson. Well, it was with—we had people come down from 
Los Angeles that helped out. Mr. Sinsbaugh and Gibson and my- 
self, and Mr. Barber: mostly Mr. Barber. 

Mr. Teacur. Who was Barber? 

Mr. Jackson. J. Milton Barber. He seemed to be at this time the 
manager of the California Realty. He seemed to do most of the 
work. 

Mr. Teacur. What other jobs did he have? 

Mr. Jackson. Appraising. 

Mr. Teacure. With the Veterans’ Administration ? 

Mr. Jackson. Yes. 

Mr. Orr. Did you have any conferences with Charles A. Dodge? 

Mr. DonnetLey. With relation to what? 

Mr. Parren. A little louder, please ¢ 

Mr. Orr. California Realty & Loan Co., setting up their books, and 
So on. 

Mr. Jackson. I think one night I was there and Mr. Dodge was 
there, Sinsabaugh and Gibson were down, too. 

Mr. Parren. I can’t hear you. 

Mr. Jackson. I think one night I was there Mr. Dodge was there, 
when Sinsabaugh and Gibson and I worked late setting up the records. 

Mr. Curuporr. You were working for the San Diego Federal Sav- 
ings and Loan Association at that time? 

Mr. JACKSON. Yes. 

Mr. Cuvporr. The same time you were working for the California 
Realty & Loan Co.? You worked for both of them at the same 
time ? 

Mr. Jackson. Only in an advisory capacity. 

Mr. Cuvuporr. Now, did you work for the California Realty & Loan 
Co. during the day ? 

Mr. Jackson. I might have advised them on the telephone as to post- 
ing or . 

Mr. Parren. I still can’t hear you. 

Mr. Jackson. I might have advised them. 

Mr. Cuvporr. What I am driving at is this: While you were receiv- 
ing $12,000 a year as vice president for the San Diego Federal Savings 
and Loan Association you were also receiving $2,500 a year for serv- 
ices for the California Realty & Loan Co. ? 

Mr. Jackson. Yes. 

Mr. Cuvuporr. Actually, you were drawing money from the share- 
holders of the San Diego Savings and Loan Association while you 
were drawing money from the California Realty & Loan Co. / : 

Mr. Jackson. It didn’t involve any loss of time or effort to the San 
Diego Federal any time I spent with the other concern. 

Mr. Cuuporr. That is all you got, $2,500? 

Mr. Jackson. That is correct. 
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Mr. Teacur. That had nothing to do with the fact, Mr. Jackson, 
San Diego Savings turned over $11,000,000 to the California Realty 
Co.? 

Mr. Jackson. No, su 

Mr. Teacur. Did you have anything to do with turning that money 
over, those loans over to the California Realty Co. ¢ 

Mr. Jackson. I didn’t have the authority to do so. It had to be 
done by the board of directors 

Mr. TEAGUE. Did you recommend it ? 

Mr. Jackson. I think that all the officers and directors in the asso 
ciation were in favor of it. 

Mr. Treacur. I didn’t understand you, sir. 

Mr. Jackson. All the officers and directors of the association were 

favor of it. 

Mr. TEAGI E. The voud d recommend it ? 

Mr. JACKSON. Yes. 

Mr. Orr. How was this arrangeme - made’ Did someone contact 


you and ask for the servicing on these loans, or what happened ¢ 
Mr. JACKSON. I dont know exactly how it t did come about, with all 
that. I know they had—were trying to get servicing and they got 


hemselves qualified by the Federal National Mortgage Association. 
And one time we were | ontemplating sending, San Diego Federal was 
contemplating turning them over to, I believe, the California Trust 
Co. in Los Angeles, but Mii Hege didn't want the veteran to have to 
make their payments by mail to Los Angeles, so we tried to find a local 


outhit who had the vctual contacts worked out. I don't remember- 
Mr. Cuvuporr. That was because you were perso! ally respons ble 
for the loan / if the veterans didn’t pay. you would | we to p y ! 


Mr. Jackson. I didn’t understand. 

Mr. Cuvporr. When you assign these loans to a servicing company 
if the veteran does! t pay, you pay, isn't that right ¢ 

Mr. J \CKSON, No. ‘ he wats you service loa s for the Federal Na 
tional Mortgage Association is that you have to be qualified. You have 
to get consent to transter ¢ very loan made. 

Mr. Cuuporr. In other words, you didn't guarantee any of the 
loans when you transferred them / 

Mr. Jackson. No, sir 

Mr. Cuuporr. The only one that guaranteed them was the Federal 
Government ¢ 

Mr. JAC KSON, When the Federal San Diego sol | loans to the Na 
tional Mortgas ge, on every batch you sold, you had to request that the 
loans, the ‘Vy give youa letter in due course st: iting it is satisfactor \ and 
you transfer them. 

Mr. Cuuporr. Your liability ceases whether the veteran pays or not. 

Mr. Tracur. Were you aware that practically all the business en 
joved by the California Realty Loan Co. came from the San Diego 
Federal Savings & Loan Association ? 

Mr. Jackson. Yes. I know they tried all over town and every 
where else to wet sery icing. 

Mr. Tracur. This money you received had nothing to do with 
business that went to ‘ey om ? 

Mr. JAC KSON. No. ~ 


the 
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Mr. Orr. Isn't it true that there was another company that was 
very anxious to have serviced these $11,000,000 worth of loans you 
had ? 

Mr. Jackson. I mentioned there was the California Trust in Los 
Angeles that wanted to get them. 

Mr. Orr. I mean a local company here. 

Mr. Jackson. I don’t know. 

Mr. Orr. How about the Los Angeles Mortgage Co. ? 

Mr. Jackson. The Los Angeles Mortgage, I think, asked for them, 
but that was some time after these original negotiations had been 
made. I don’t believe—that one of the things I remember is that Los 
Angeles Mortgage weren't qualified by the Federal National Mortgage 
Association. 

Mr. Orr. As a matter of fact, they were qualified. 

Mr. Jackson. Were they? I don't remember. 1 didn’t think they 
were. 

Mr. Treacur. Mr. Jackson, did you purchase certificates of eligi- 
bility from Gordon Lewis Davis, a veteran ¢ 

Mr. Jackson. I have to refuse to answer that question. 

Mr. Treacur. Did you purchase certificate of eligibility from Mr. 
Charles Robert Faas, a veteran / 

Mr. Jackson. I will have to refuse to answer that. 

Mr. Treasure. Did you purchase the eligibility certificate of Mr. 
John Zitz? 

Mr. Jackson. I refuse to answer that question. 

Mr. Treacur. And Mr. Robert Benjamin Heath ? 

Mr. Jackson. | refuse to answer that question. 

Mr. Teacur. And Alvaro Martin Lauriano, Jr.? 

Mr. Jackson. | refuse to answer. 

Mr. ‘Teacur. And Chester Richmond Jones / 

Mr. Jackson. I refuse to answer. 

Mr. Treacve. Clarence Henry Fernandez ? 

Mr. Jackson. I refuse to answer. 

Mr. Treacur. Mrs. Freda Elean Johnson ¢ 

Mr. Jackson. | refuse to answer that question. 

Mr. Treacur. Have you ever given any gifts, gratuities, or any other 
considerations to any employee of the Veterans’ Administration, 
except the 2,000 that has been mentioned before ¢ 

Mr. JACKSON. No, sir. 

Mr. Teacue. You never have? 

Mr. JAcKson. Not personally ; no. 

Mr. Teacur. Have you ever in any way, indirectly or otherwise, 
have you given to the family of any Veterans’ Administration em- 
ployee, any gift or gratuity ? 

Mr. JACKSON. No. 

Mr. Teacur. Your wife’s mother or brother / 

Mr. JACKSON. No. 

Mr. Cuvuporr. Do you know Gordon Lewis Davis? 

Mr. Jackson. Yes. 

Mr. Cuvuporr. Did you ever do any business with him ? 

Mr. Jackson. I will have to refuse to answer that question, 

Mr. Cuvporr. Do you know Charles Robert Faas ¢ 

Mr. J ACKSON, Yes, Sir. 

Mr. Cuvvorr. Do you know John Zitz? 
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Mr. Jackson. Yes, sir. 

Mr. Cuuporr. Do you know Robert Benjamin Heath ’ 

Mr. Jackson. Yes, sir. 

Mr. Cuvuporr. Do you know Alvaro Martin Lauriano, Jr. ? 

Mr. Jackson. Yes, sir. 

Mr. Cuvuporr. Do you know Chester Richmond Jones / 

Mr. JAcKSsoN. Yes. 

Mr. Cuuporr. Do you know Clarence Henry Fernandez ? 

Mr. JACKSON. Yes. 

Mr. Cuuporr. Do you know Mrs. Freda Elean Jolinson / 

Mr. Jackson. Yes, sir. 

Mr. Cuvuporr, Do you know all these people are veterans / 

Mr. Jackson. Yes; they are. 

Mr. Orr. This list represents all the veterans’ rights and title you 
bought ¢ 

Mr. Jackson. I will have to refuse to answer that question. 

Mr. Tracue. Do you have any questions, Mr. Orr / 

Mr. Orr. One more question. 

Mr. Jackson, did you ever on any occasion request the Veterans’ 
Administration to return some official documents submitted in connec 
tion with your activities in purchasing veterans’ rights, as an officer of 
San Diego Federal ¢ 

Mr. Parren. I can't hear you. 

Mr. Jackson. I requested numerous times that papers be returned, 
as an officer of San Diego Federal. 

Mr. CORR. What happened to those papers when they were retul ned 
to you?’ 

Mr. J AC KSON. ] will have to refuse to answer, sIr. 

Mr. Parren. You whisper so much I can’t hear you. 

Mr. Jackson. I say, I will have to refuse to answer on constitu 
tional grounds. 

Mr. Teacur. Mr. Jackson, did you ever at any time discuss with 
Mr. Paige or Mr. Dodge or any Veterans’ Administration employee 
ways by which you could cet the appraisals on property raised to a 
point you could make considerable money out of it ‘ 

Mr. Jackson. No, sir. 

Mr. Tr AGU E,. Was there ‘nh time an agreement bet weeh you and 
Veterans Administration employees and Veterans’ Administration 
appraisers and contractors was had, as to how you could make more 


money out of the housing business / 

Mr. Jackson. What do you mean by that? 

Mr. Treacur. I mean anything that would be considered, that you 
knew In your own mind was not lawful or not morally right, so far 


as veterans were concerned, 

Mr. Jackson. No, sit 

Mr. Treacur. Did you ever send in to the Veterans’ Administration 
and ask that certain appraisers be appointed, certain panels of ap- 
praisers be appointed, to appraise property you were involved in? 
Did you ever ask specifically that Mr. Barber or Mr. McEwen be 
appointed asa panel tO appraise your properties / 

Mr. Jackson. Yes: we have. 

Mr. Teacur. Why would you ask for those specific men, for that spe- 


/ 


cific panel be used to appraise your property 
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Mr. Jackson. Would you make the question more specific, please, 
sir? 

Mr. Teague. Why would you call and why would you have the au- 
thority to call a Veterans’ Administration loan-guaranty officer and 
ask a specific panel, two specific men be used to appraise property / 

Mr. Jackson. I didn’t have the authority. I might request. I don’t 
know who is going to be appointed. 

Mr. Treacue. Is it common practice that a lending concern call and 
ask the Veterans’ Administration to send certain appraisers, a certain 
panel, to their property / 

Mr. Jackson. I presume so. 

Mr. Teaeur. You think the other organizations did the same thing? 

Mr. Jackson. I think so. 

Mr. Tracur. Did you know at any time that Mr. Barber and Mr. 
McEwen—let me restate it. 

Do you know that they appraised your property properly? By 
that I mean, did they go out and look at it and appraise it or did they 
just sign the letter and say, “That is all right” ¢ 

Mr. Jackson. Yes, they must have appraised it, from the time it 
took to get the appraisals and the information furnished to them. 

Mr. ‘Treacur. Do you know how much money they get for apprats- 
Ing property ¢ 

Mr. Jackson. Yes, sir. 

Mr. Teacur. How much? 

Mr. Jackson. $15 a lot. 

Mr. Cuvuporr. You paid that’ IT mean, you paid it to the people 
and, of course, you collected it from the veteran ? You charged the 
veteran an appraisal fee? 

Mr. Jackson. In some cases. 
were package deals and they called them, Just assumed them in the 


In some cases not. Some of them 


loan. 
Mr. Teacur. Did you have any evidence they actually appraised 
them, went out and looked at them and appraised them ? 

Mr. Jackson. Well, that is hard for me to answer. I don’t know 
what their business is. I don’t know how they appraise. All 1 know 
is What the final figure turned in was. 

Mr. Treacur. Did you ever have a case where you asked lots be 
reappraised and they would be raised as much as $500 ¢ 

Mr. Jackson. $500? I don’t remember that. 

Mr. Teacur. You don’t know of any case whereby you asked for a 
reappraisal of these same men, and they went out and reappraised the 
properties—— 

Mr. Jackson. What tract would that be? 

Mr. Teacur. As I remember, J. W. Anderson. 

Mr. Orr. J. W. Anderson; yes. 

Mr. Teacur. J. W. Anderson property. 

Mr. Jackson. We have asked for reappraisals, but I don’t recall 
anv amount that would be raised. 

Mr. Orr. What was the basis of the request for reappraisals? 

Mr. Jackson. Some incidental cases. 

Mr. Orr. I am speaking now of tracts you have. You would have 
a tract out here of 39 lots, a hundred lots, and so forth. 

Mr. Jackson. Maybe they changed the plans. Maybe they are 
going to put in some different improvements. 
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Mr. Orr. Any request of a reappraisal of the land valuation wouldn't 
change the land? ‘That wouldn't change the land. 

Mr. Jackson. I don't recall that tract—asking for a tract reap 
praisal. Maybe I did. | , 

Mr. Cuvporr. Did you ever have any tract reappraised in blanket, 
where vou got a better appraisal at the second time ¢ 

Mr. JACKSON. Not where I recall, where they were ever raised, I 
don't recall a one 

Mr. CHUDOFF. You and Mr. Clarke came to the San Diego Federal 
together ¢ 

Mr. JACKSON. No, sir. 

Mr. Cuvuporr. You didn’t come together, didn't start working there 
at the same time / 

Mr. Jackson. No. 

Mr. Cuuporr. Who came first. you 01 Mr. Clarke 

Mr. Jackson. Mr. Clarke. 

Mr. CHUDOFFP. How long was he there before you got t 

Mr. Jackson. I think a vear or so, something like that. 

Mr. Cuvuporr. But you disassociated yourselves together ¢ 

Mr. Jackson. Pardon me / 

Mr. Cuvuporr. You disassociated yourselves together, at the same 
time, with the San Diego Federal ? 

Mr. JACKSON. Yes, SIT. 

Mr. Treacur. Mr. Jackson, did you ever at any time discuss with 
Mr. Paige redating or predating applications, to avoid regulation X ¢ 

Mr. Jackson. No, sir. 

Mr. Treacgur. Were you ever aware that any applications for loans 
were predated, to avoid re culat ion X ¢ 

Mr. JACKSON. No, sir. 

Mr. Orr. Mr. Jackson, did you ever request that reasonable values 
be increased to provide for water softeners on any particular tract 
in Redwood Village? 

Mr. Jackson. Yes, sir. 

Mr. Orr. Will you state the circumstances surrounding this request 
for an increase in water softeners / 

Mr. Jackson. As I recall it—I can’t recall the man’s name that 
sells the water softeners, but he came to the office and said he had 
a figure approved in Los Angeles, $227 or some such figure, and he 
wanted mm to see Mr. Wyman, who was the chief appraiser here in 
San Diego. 

Mr. Wyman and he sat down and he said he wouldn’t take Los 
Angeles figures. I think they checked it up and worked it out and 
came out toa figure of $234. and wanted to know if San Diego Federal 
would finance water softeners. 

I said, “If it is acceptable to the Veterans’ Administration, it is 
accel table to us.” 

Mr. Orr. $254. 

Mr. Jackson. Yes. 

Mr. Orr. Wasn't it $334 you requested ? 

Mr. Jackson. It could be either “2” or “a: 3 don’t know. Sir. 

Mr. Orr. What quotation did you get on the water softeners from 
the Rolnett Manufacturing Co., the particular water softener you were 
dealing with at the time? 


here ¢ 
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Mr. Jackson. I understood it was $334 or $234. We didn’t get 
any certificates of reasonable value on it until after that tract was 
reappraised by a new panel. What the breakdown is, so much for 
the water softener, I don’t know what the final figure was. 

Mr. Orr. Isn’t it true that the company who was to furnish these 
water softeners made a quotation for the number you had requested 
at a price of $181.50, and you requested the sum of $334 for the 
same water softener # 

Mr. Teacur. Mr. Jackson, for your information, we have a letter— 
I think we have a letter. 

Mr. Orr. Yes. 

Mr. Treacur. Which you wrote to Mr. Paige in which you stated: 

It is requested that your appraisals on the Redwood Village tracts be increased 
$334 to cover the installation of Ever-Soft water softeners The cost of these 
rs is $299 plus an additional $35 for cost of installation, total $334. Will 
refer this to the panel on these tracts for their approval? 


softene 
you kindly 
And it is signed by John Milton Barber and J. Bruce Robertson. 

During the course of the investigation of this matter the Rolnett 
Engineering Co., 3686 University Avenue, San Diego, made the quo- 
tation on April 17, 1951, on 149 Rolnett manual water softeners at 
$181.50 each, plus $6.36, tax, and $12 for roughing-in, and $10 final 
installation, or a total of $209.86, plus a 10-percent profit, making the 
total cost of each unit $230.84, as compared with 3334 requested by 
Jackson, or $103.16 over and above the cost of the softeners, plus a 
fair profit. Tell us what you know about that. 

Mr. Jackson. Evidently I was furnished those figures, if I asked 
forthem. But I don’t know. 

Mr. Tracue. Hubner Co. files reflected on May 4, 1951, that the 
Rolnett Engineering Corp. acknowledged receipt of a check from 
the San Diego Federal Savings and Loan Association in the amount 
of $6,743.50, covering 25 percent of the order for 149 water softeners 
placed on May 3, 1951, at a cost of $223.85 each, which included instal- 
lation charges and 10 percent profit. 

So, from the evidence, Mr. Jackson, somebody made $136.64 on the 
149 water softeners. 

Are there any other questions? 

(No response. ) 

Mr. Teacve. All right, sirs, Mr. Jackson and Mr. Clarke, thank you 
very much. 


STATEMENT OF JOHN A. DONNELLEY, ATTORNEY AT LAW, 
SAN DIEGO, CALIF. 


Mr. Treacur. Mr. Donnelley, would you tell us whether or not you 
have ever advised any veterans not to make any statements or co- 
operate with the investigations being conducted by the FBI or Vet- 
erans’ Administration ? 

Mr. Donnetey. I will, as an attorney, say any advice I give to 
clients of mine is privileged; unless my clients waive the privilege, 
I cannot answer. 

Mr. Teacur. Are those veterans clients of yours? 

Mr. Donnetiey. Any veterans I may have talked to in connection 
with proceedings you have mentioned are clients of mine, yes: either 
are or were at the time. , 
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Mr. Teacvue. All right, sir. For your information, we have heard 
that you have : advised a number of veterans not to cooperate with the 
FBI or the Veterans’ Administration. 

Now, would you state the circumstances a rounding the agreement 
that you drew up for Mr. Jackson and Mr. Clarke, whereby they were 
to receive a third of the profits from the pane Park and Plumosa 
Manor Park, Unit No. 2 tract, which were to be developed by Mr. 
Anderson ¢ 

Mr. Donnettey. I did not draw any agreement with reference to 
James Park. 

Mr. Tracur. Did you draw an agreement for Mr. Anderson, Mr 
Jackson, and Mr. Clarke on any tract where Mr. Anderson was doing 
the building and Mr. Jackson and Mr. Clarke were to receive a third 
of the profits? 

Mr. Donnetiey. I drew an agreement between the gentlemen you 
mentioned in connection with Plumosa Manor Park, Unit No. 2, I 
believe it is. That is the only one. 

Mr. Teacur. Will you tell us why July 2, 1951, Mr. Jackson, Mr. 
Clarke requested that an agreement that existed between them and Mr. 
Anderson be voided ? 

Mr. Donnetiey. On that date the gentlemen you mentioned were 
clients of mine. Any communications which they made to me or 
any advice I gave them is privileged. 

Mr. Tracur. All right.sir. The truth of the thing is, though, they 
were going to get $111,000, and things were getting pretty hot, so they 
thought they better not take the thing, isn’t that right? 

Mr. Donnewiey. That is your statement. 

Mr. Tracvr. All right. Any questions? 

Mr. Crvporr. I think Mr. Donnelley is right. I don’t see how we 
can get him to answer the questions, although I certainly think he 
should. 

Mr. Donnetiry. I can’t answer any questions—— 

Mr. Parren. The veterans have been long gone in this. 

Mr. Donnetiey. I didn’t understand. 

Mr. Parren. I think the interest of the veterans is long gone in this 
problem, so far as the evidence has brought forth anything, the veteran 
is long gone. You are not interested in the veterans. You can’t 
answer because it is privileged. 

Mr. Donnetitey. Whether I am interested in them or not, from an 
attorney's standpoint, like a doctor or priest, you are not allowed to 
answer any questions concerning communications or advice given, 
unless the client waives the privilege. 

Mr. Cuuporr. How many veterans—you don’t have to tell us what 
you advised—did you represent in transactions such as set forth here 
today ? 

Mr. Donnetiry. Well, so I understand you correctly, if you are 
referring to the transactions involving veterans selling their certifi- 
cates of eligibility, my answer to that is none. I did not represent 
anybody in any sense, of a transaction like that. 

Mr. Cuvporr. Suppose I make myself clear. As the result of an 
investigation being conducted by the Veterans’ Administration inves- 
tigators and the FBI, certain veterans were approached to determine 
whether or not they were selling any certificates, whether or not there 
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had been anything illegal in their transactions with these various 
companies. As a result of that, certain veterans came to you. 

What I want to know is how many veterans came to you after they 
were called on by the FBI. And to be more specific, the person who 
also tried to interview them was the assistant United States attorney, 
Mrs. Betty Marshall Graydon. 

Mr. Donneuiey. Let me think fora moment. I can only recall two 
veterans coming to me, under the circumstances that you relate. 

Mr. Cuvuporr. That is all. Thank you. 

Mr. Treacur. Mr. Donnelley, any suggestions you care to make to 
the committee, so far as the new GI bill is concerned, so far as loan 
guaranties are concerned / 

Mr. Donnetiey. Well, I will be glad to put my thoughts in writing, 
if that would help you any. 

Mr. Teacur. We would appreciate it. We would like to write a 
bill that cuts out all the abuses, and helps the veterans. 

Mr. Donnetiey. I represent a number of contractors and I am 
somewhat familiar with the situation in San Diego, and I do have 
some ideas. 

Mr. Tracur. We would like to hear you. Thank you very much 

Mr. Donnetiey. Thank you. 

Mr. Teaeur. I think, Mr. Donnelley, that is all, so far as you are 
concerned. 

Mr. Donnewiey. I have other clients, I might say, who are involved. 
With your permission, I might stay around a while. 


Mr. Teacur. All right. 


STATEMENT OF RILEY RICHMOND JACKSON, ATTORNEY AT LAW, 
SAN DIEGO, CALIF. 


Mr. Teacue. Mr. Jackson, state you full name, address, and occupa- 
tion. 

Mr. Jackson. My full name is Riley Richmond Jackson. Attorney 
at law. My business address is 325 P Street, San Diego 1. My home 
address is the north end of Noyes, Pacific Beach, San Diego 9. 

Mr. Tracve. Mr. Jackson, will you give us a brief statement. of 
your educational background, degrees ? 

Mr. Jackson. Yes, sir. 1 got through high school in San Diego 
and was appointed to the United States Naval Academy by Senator 
Hiram Johnson in 1918. 

I graduated from that institution in 1922 and was commissioned an 
ensign in the United States Navy. I later received a degree of bachelor 
of science, growing out of my 4-year course at the Naval Academy. 

Mr. Cuuporr. Do you remember what year you got that degree? 

Mr. Jackson. I think about 1938, sir. I sent in for it. The Con- 
gress passed an act some years after 1 graduated, granting the degree 
and all graduates were notified, that they might write in and get 
the sheepskin, so sometime in the thirties I made application. 

Mr. Cuvuporr. That was 1937 ¢ 

Mr. Jackson. Was it? 

Mr. Cuuporr. In 1937 the act was passed, 

Mr. Jackson. Was it? 

Mr. Cuuporr. Yes. 
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Mr. Traaur. Mr. Jackson, you were chief attorney for the V eterans’ 
Administration, or are you chief attorney for the Veterans’ Admin- 
istration now ¢ 

Mr. Jackson. Sir, I have been chief attorney for the San Diego 
Regional Office for Veterans’ Administration since August 12, 1946, 
and I now hold that position. 

Mr. Tracur. Mr. Jackson, as an employee of Veterans’ Adminis- 
tration, as chief attorney, have you ever accepted any gifts, gratuities, 
or considerations of any kind from companies or individuals doing 
business with the Veterans’ Administration ¢ 

Mr. Jackson. No, sir. 

Mr. Teacup. None of any kind, form, or fashion ? 

Mr. Jackson. No, sir. . 

Mr. Treacte. Mr. Jackson, have you ever used your eligibility in 
purchasing a home as a veteran / 

Mr. Jackson. Yes, sir. 

Mr. Teacur. Where did you purchase that home? 

Mr. Jackson. In San Diego. I don’t quite understand your ques- 
tion, though. 

Mr. Teacur. You did purchase a home under your entitlement as 
a veter: “ ¢ 

Mr. Jackson. Yes. 

Mr. T EAGUE. Where is that home, or where was it? 

Mr. Jackson. Oh. Let me say that I own lots 13 to 24, inclusive, 
in block No. 2. Nettleship Tye, tract 23 I bought lots 13 to 23 

Mr. Teacur. You didn’t buy those under the GI entitlement ¢ 

Mr. Jackson. Just a moment, sir. I bought lots 13 to 23, inclusive, 
in 1948. 

Mr. Tracve. I am not interested in those. I am interested in the 
home you bought under your entitlement as a veteran. 

Mr. Jackson. All right. sir. You have asked me where it is. I 
am describing the land it is on. 

Mr. Teacur. Go right ahead. 

Mr. Jackson. Then I bought lot 24 during the war. The home that 
| purchased is located on lots 14 and 15 of this tract I mentioned, o1 
this piece of real estate, group of lots. 

Mr. Teacur. Was that house you purchased from the corpora- 
tion ¢ 

Mr. Jackson. The Mobilhomes C orp. built it: ves, sir. 

Mr. Tracur. Did you receive a discount from the Mobilhomes C orp. 
in connection with this home? 

Mr. Jackson. I did not. 

Mr. Tracur. Do you have any quest ions, Mr. Orr? 

Mr. Orr. Mr. Jackson, you stated previously you received a degree 
from the Naval Academy. Have you received any other degrees of 
any sort‘ 

Mr. J AC KSON, No. 

Mr. Orr. How about the master of science degree from the Naval 
Academy ¢ 

Mr. Jackson. No, sir. 

Mr. Orr. In executing your application, Standard Form 571946, in 
the month of July, what did you indicate on that application as to 
your educational background, so far as you recall ? 
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Mr. Jackson. To the best of my recollection, it is just. as I have 
stated it here in testimony. If it is otherwise, it is a cold error on my 
part. 

Mr. Orr. For your information, examination of both the local and 
personal folder indicates on that form you had a master of science de- 
gree. Is that in error? 

Mr. Jackson. If that is true, it is in error. I hadn't looked at the 
degree since I received it in 1937, as the gentleman says, and stuck it 
in my closet at home. 

Mr. Orr. In the purchase of this Mobilhomes from the Mobilhomes 
Corp. of San Diego, how much did you pay for the basic house ¢ 

Mr. Jackson. Mr. Orr, my clear recollection is that that house was 
listed in their catalog at the time I ordered it and contracted to buy 
it for the sum of $8,650. It was the New Englander, 3-bedroom style. 
That was the purchase price at the time I ordered it. 

Before it was delivered the price of all their homes was advanced, of 
all their stvles and models were advanced some amount, but I had a 
contract to buy this home. I was told my deal would not be affected 
by it. 

Mr. Orr. According to the records of the Mobilhomes Corp.., they 
sold an identical house, basic house, mind you, on March 28, 1950, for 
the sum of $8,950. Would that indicate that you had received a re- 
duced rate on the house you bought / 

Mr. Jackson. Well, sir, I don’t know whether it would or not. I 
paid them $300 in cash when we first started doing business, because 
they said to me, “For escrow fees and other things we will need $300 
eash.” And I gave them a check for $300 cash. 

That could make the difference. I don’t know the answer to your 
question. My recollection is that was the printed price in the con- 
tract, 1] mean in the catalog. I believe it was $8,650. 

Mr. Orr. Was there any discussion between you and the officials of 
the Mobilhomes Corp. about giving you a discount or reduced rate on 
the house ? 

Mr. Jackson. Never any discussion whatever. 

Mr. Orr. What were the circumstances surrounding your having 
acquired this house and purchased this house? 

Mr. Jackson. What led up to it, you mean? 

Mr. Orr. Yes. 

Mr. Teacur. Mr. Orr, may he answer one other question before he 
answers that ? 

Mr. Jackson, what is the law, or what are the regulations concern- 
ing a veteran buying a home? I, as a veteran, what kind of a home 
can I buy under law ¢ 

Mr. Jackson. First, you must have served 90 days or more in the 
Armed Forces and have a discharge other than a dishonorable one, 
Then you are entitled to a certificate of eligibility, and if you apply 
for a guaranty of loan you must furnish a credit report that is satis- 
factory to the loan guaranty officer. 

You go out and make your own arrangements with your lender. 
That was the way it started. 

Mr. Teacur. The point I am making- 

Mr. Jackson. Later on the direct loan came in. 

Mr. Teacve. The point lam making is it must be a home for my use, 
is that correct ¢ 
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Mr. Jackson. You must have the intent of building it for a home 
for your use at the time that you go into the plan; that is true. 

Mr. Teacur. Well, of course, I don’t think it is anything about in- 
tent. It says that a home loan may be made for purchasing this prop 
erty to be occupied by the veteran as a home. 

Mr. Jackson. Sir, there is quite a little about intent in the Solicitor’s 
opinions; the Solicitor of the Veterans’ Administration, in interpret- 
ing and ruling on various situations, that have arisen all over the land. 

Mr. Teacue. Would you go ahead and tell us what intent you had 
when you bought this home ¢ 

Mr. Jackson. Yes. 


Mr. Teacue. And what happened as a result of your intent. 


Mr. J AC KSON. Yes, Sir: | will. I inte snded to pe ‘rsonally rn cup! V 
that home when I made arrangements to build it and ordered it to be 
built. The reason for that was that the house Il now occupy is too 
large for us. When we b ult it taxes weren't SO high and we could 


afford servahts al a we had four smal! children. ‘J oda three of those 
ldren are grown and gone, and we have one left We can’t afford 


servalhts and the erounds ire Too big and the house is too big, and m\ 
wife has heart trouble. I wanted to get into a smaller house, so I 


ordered the house for that purpose. 

Then a set of circumstances arose which delayed my carrying out 
that intent. IJ still have that intent. to personally occupy that house. 
The circumstances were these: My daughter Marsha at that time was 
married, and still is, to Roger I). Mackey, Jr. Mr. Mackey was a stu 


dent in the senior vear in tha spring of 1950, and the vear of 1949-50. 
at the University of Virginia. 
Mr. Mackey was dealing through the employment and faculty coun 


selor service, you might call it, that any university conducts, ope 
placing students when they graduate. He was trying to line up : 
position with some drug firm, or a drug firm, and he thought he had 
lined up such a position vith the Lederle Corp. He had two con 
ferences with Lederle representatives at the university during the 
springtime preceding the graduation. 

Then they called him to Philadelphia to confer with 
which he carried out and went up and saw them. The faculty adviser 
informed him—— 

Mr. Tracur. Mr. Jackson, we have a long way to go. We don’t 
need to have you give us all those details. You are a lawyel and 
attorney. You know the Veterans’ Administration from A to Z. 
Give us the summary, without going into the details. 

Mr. Jackson. I will try to shorten that. Lawyers make the worst 


him again, 


witnesses, I think, to answer questions briefly. 
Suflice to say, Mr. ( ‘hairman, late in May Mr. Mackey was informed 
that he was not going to be given that position. There he was without 
job. 


He said, “My wife is after me to come to San Diego, and I want to 
go to San Diego and see if we can line something up there.” 

My daughter was 7 months pregnant at the time. So they came to 
San Diego, and that was the somewhat emergency situation that I 
was faced with. I had been helping them back there at school at the 
tune of about $50 every month, and that was the emergency situation 

So I delayed my intent to personally occupy the house, and I put 
members of my} immediate family in the house. They moved in when 
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the house was completed and ready to go. I am constructively oc- 
cupying that house today, and have been ever since, with members 
of my immedi: ate family in it. 

Mr. Cuvporr. Mr. Jackson, would you make the same interpreta- 
tion of law if the same situation had risen in the Veterans’ Adminis- 
tration in your regional office for a veteran as you made for yourself ? 

Mr. Jackson. Would | rule that way ¢ 

Mr. Cuuporr. Yes. 

Mr. Jackson. Yes, sir. Under authority of the various Solicitors’ 
opinions which—in other words, as I see the law, as set forth by Mr. 
Odlum, Solicitor for the Veterans’ Administration of Washington, 
any veteran has the right to build a house or buy a house if he intends 
at the time he builds it to occupy it for himself, but he has the right to 
delay his intent if circumstances arise which will be better, for his own 
benefit. 

Mr. Cuvuporr. Do you have opinions? 

Mr. Jackson. Yes. Mr. Odlum has ruled on my own case, and so 
held. 

Mr. Cuvuporr. Do you have an opinion from him? 

Mr. Jackson. Yes, sir. 

Mr. Cuvuporr. So any veteran can delay his intent by renting a 
house 

Mr. Jackson. I beg your pardon. Iam not renting my house. 

Mr. Cuuporr. Aren't you receiving rent from your son-in-law at 
all? 

Mr. J ACKSON. No, sil 

Mr. Cuvuporr. He never paid you anything? 

Mr. Jackson. That is something else. 

Mr. Cuvporr. Has he paid you anything? 

Mr. Jackson. They have paid me something, yes: but not as rent. 

Mr. Cnvuporr. r hat have they paid you the consideration for? 

Mr. Jackson. I don’t know how they feel about it. I have never 
discussed rents with my son-in-law and daughter, in my life. 

Mr. Cuvuporr. You don’t call it rent. Do you call it something 
else ? 

Mr. Jackson. I am saving it for them, just in the interest of good 
husbandry on their part. They have paid me—I am estimating now--- 
1 have never kept track of it. It is not a business transaction, so fa* 
as lam concerned. They have a record of it. 

Mr. Cuuporr. Pardon me. 

Mr. Teacur. Excuse me. One point there—— 

Mr. Cuvuporr. I would yield. 

Mr. Teacur. He says they are keeping a record of it. They have 
testified they have paid rent for months, Mr. Jackson. 

Mr. Jackson. That is an error, if they have so testified. 

Mr. Treacur. Excuse me, Mr. Chudoff. 

Mr. Cuvporr. Will you be kind enough to send the committee a 
photostatic copy of Mr. Odlum’s opinion in your case, so we can have 
it for our records? 

Mr. Jackson. I will be glad to hand you a copy now, sir. 

Mr. Tracur. Mr. Jackson, do you have this money you are keeping 
for them in kind of a trust fund or something, some place ? 

Mr. Jackson. It is in a trust fund, a kind of a one; it is in a trust 
fund. 
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Mr. Orr. Where is this trust fund maintained ? 

Mr. Jackson. San Diego Trust & Savings Bank, Sixth and Broad- 
way. 

Mr. Orr. In their name or yours ¢ 

Mr. Jackson. In my name, as trustee. 

Mr. Orr. The information furnished by the San Diego Trust & 
say Ings Bank is they have no trust fund. Do you have a comment 4 

Mr. Jackson. Yes. Whom did you talk to? 

Mr. Orr. You answer the question. . 

Mr. Treacue. The bank was asked that information and they say 
they have no record. 

Mr. Jackson. You probably talked to the trust department. There 
is no trust up in the trust department. 

Mr. Orr. You just set up an account in the name of yourself, in trust 
for vour children, is that right? You can go in tomorrow and take 
the money out; can you not 4 

Mr. Jackson. I could. 

Mr. Orr. Actually, the only kind of trust that can be effectuated 
would be if you should die and they come in as beneficiary and claim 
that money. Any time in the next hundred years, should you live 
that long, you could withdraw it. 

Mr. Jackson. Like any irrevocable trust, I could. Unless the trust 
is a revocable—— 

Mr. Orr. A gift to your children in contemplation of death, that 
can be revoked at any time you feel like revoking it. 

Mr. Patrren. Is there just the one child involved in this trust fund ? 
Is there just one child involved ¢ 

Mr. Jackson. My son-in-law and daughter. 

Mr. Parren. Just the two? 

Mr. Jackson. Yes. 

Mr. Patrren. There are no others. 

Mr. Cuuporr. Do you have the copy of that decision ? 

Mr. Jackson. Yes. Going back, this trust fund is an account in the 
commer ial department. It was opened in 1931 and the title of it is 
Richmond Jackson, trustee. That is why the trust department up 
stairs probably limited themselves to looking over their formal trusts 
in their trust department, and gave you the answer they did. 

Mr. Cuvporr. Aren’t there decisions under the law that say ac- 
counts opened up that way are not really trusts at all? 

Mr. Jackson. Sir? 

Mr. Crruporr. Aren't there decisions that orphans courts or probate 
courts have held that accounts opened, as you have this, are not really 
trusts ¢ ; 

Mr. J ACKSON, [ would } ave to do some research on that to answer 
it. 

Mr. Parren. This shows a regular $60 a month—— 

Mr. Jackson. No, sir; it doesn’t show that. The youngsters have 
given me about nine payments; about nine payments. That is about— 
let’s see- they moved in in late June 1950. This is December 1951. 
That is 18 months. 

I would say they have given me $50 or $60 a month about 9 out of 
those 18 months. It has been voluntary on their part. 

Mr. Cucporr. Who pays the taxes on this house? 
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Mr. Jackson. I pay. I haven't listed the house as property—I have 
listed it with the O. R. K. 

Mr. Cuvuporr. You wouldn't list it on your income tax return ? 

Mr. Jackson. I haven’t listed it on any income tax return. Of 
course, I would, naturally. 

Mr. Cuuporr. I don’t know whether you should or shouldn’t. I am 
not that much of a tax expert. 

Mr. Jackson. If I am not getting rent from it, I have no business 
showing it as rental property anywhere. 

Mr. Cuvporr. Is it a good way to do it. 

Mr. Parren. You have to live with your conscience. 

Mr. Teacur. Mr. Jackson, did you ever divulge information as to 
the investigation made and conducted to contractors 

Mr. Jackson. No, sir. 

Mr. Tracur. Or companies? 

Mr. Jackson. I never talked to a contractor in San Diego about any 
Veterans’ Administration business. 

Mr. Treacvr. Any other questions, Mr. Orr? 

Mr. Orr. Yes. What about the information that you passed along 
to the Mobilhomes Corp. on the occasion when the investigator re- 
quested you to furnish a decision pertaining to the California law af- 
fecting notices of completion ¢ 

Mr. Jackson. I see what you mean now. I thought you were talk- 
ing about my own capacity, Mr. Orr. You requested something of me 
over the telephone down at my office. You wanted information about 
recording certain certificates of completion. 

I got no written request or opinion from you. Your question or 
questions over the phone were not clearly set out as a formal request 
would be in writing. I did my best to fulfill what I thought you 
wanted. 

Mr. Orr. But did you discuss that situation / 

Mr. Jackson. I did. I talked to Mr. Glazebrook on the telephone. 
So that is an exception to the very broad statement. 

Mr. Tracur. Why would you discuss that with Mr. Glazebrook ? 

Mr. Jackson. I did so to get information from him. My job is 
helping investigate these things when investigators come from the cen 
tral office, and I was doing what I thought best to assist Mr. Orr 
in getting that information. I divulged nothing to them about an 
investigation going on. 

Mr. Orr. You did discuss the situation we had a matter to inquire 
into involving——— 

Mr. Jackson. No, sir. I asked what their practice was. I told 
him I was looking into it and what their practice was as to when 
they recorded notices of completion and so on. 

Mr. Orr. But you also stated in this report that you gave us that 
the filing of these particular notices that we had under inquiry at 
that time were mistakes on their part, that changed the policy. 

Mr. Jackson. I was quoting him; that is what I told him. 

Mr. Orr. You had discussed them with him, had you not? 

Mr. Jackson. Not at all. Not at all, sir. 

Mr. Orr. Getting back to these 

Mr. Jackson. May I say one word, sir, in connection with your— 
I don’t know this gentleman’s name [indicating]. 

Mr. Cuvuporr. Chudoff is the name. 
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Mr. Jackson. In connection with your last remark about the So- 
licitor’s opinion, may I say there is a Solicitor’s opinion, finding it 
is proper for immediate family to pay rent. 

Mr. Cuvporr. I want to see Mr. Odlum’s decision on the possible 
application of intent. It is very interesting. 

Mr. Jackson. I have one copy here. I thought I had another one. 

Mr. Cuvuporr. If you can give the opinion number. 

Mr. Teacur. Let’s not spend time now for that purpose. Give it to 
the committee later. 

You say you have a question, Mr. Orr? 

Mr. Orr. Yes. Getting back to the payments made to you by your 
daughter and son-in-law, were those earmarked in this account you 
have up there ¢ 

Mr. Jackson. No, sir. The only earmark is the journal entries 
which their check books made up. 

Mr. Orr. In other words, it is just a regular clerical account— 

Mr. Jackson. A trustee account. 

Mr. Orr. It is not a trustee fund, as such ? 

Mr. JACKSON. Well——_ 

Mr. Cuvupor. This is the same—— 

Mr. Jackson. You are making that statement. 

Mr. Cuvuporr. Is this a savings account or demand account? 

Mr. Jackson. Commercial account. 

Mr. Cuvuporr. In other words, you can write a check on that ac- 
count any time ¢ 

Mr. Jackson. ITean. I will further state there is a balance of some 
thing over $900 in that account. 

Mr. Cuvuporr. Why would you have an account like that instead of 
asavings account’ You get interest on savings accounts. 

Mr. Jackson. I will tell you why. Every lawyer in private prac 
tice, or many, many lawyers In private practice have such an account 
for other people's moneys 

Mr. Cuvporr. That is what they eall an attorney's account or trust 
aecount / 

Mr. Jackson. You may call it that. When I opened my own law 
office in San Diego in 1931, I opened that account to put other people’s 
money in, and it has been open ever since. And that is the account 
i put the youngsters’ money in. 

Mr. Cuuporr. In other words, it doesn’t say “In trust for Mr. or 
Mrs. Roger D. Mackey”? It is just your trustee’s account or attorney's 
account ¢ 

Mr. Jackson. As I stated before, the account is termed “Richmond 
Jackson, trustee.” 

Mr. Cuvuporr. In other words, you might put other clients’ money 
into the same account / 

Mr. Jackson. Yes. 

Mr. Cuvporr. It is not specifically a trust account ? 

Mr. Jackson. It is specifically a trust account. They are not the 
only beneficiaries. 

Mr. Cuvuporr. As we call it in Philadelphia, an attorney's account. 
You are depositing this money in that account. If you feel like giving 
them this money someday, you will give it to them, otherwise they 
couldn't prove it is theirs. 
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Mr. Jackson. Yes; they could. They have heard me so declare to 
them in talking in the family. 

Mr. Cuvuporr. Would that be enough to prove it at your death ¢ 

Mr. Jackson. I think so. 

Mr. Cuvuporr. I disagree with you, Mr. Jackson. 

Mr. Jackson. Are you talking about Philadelphia or California ? 

Mr. Cnuuporr. I understand you have a community-property law. 
We tried to get that through in Pennsylvania. Our supreme court 
said we couldn't do it. 

Mr. Jackson. I am not married to my son and daughter, so there 
can't be any community property between us. 

Mr. Cuvporr. I thought you had opened up a trust account for 
your daughter, saying “Riley Richmond Jackson,” and then “in trust” 
for whatever your daughter’s name is. 1 didn’t know there was an 
account that was your trustee’s account that you used for everything. 

Mr. Parren. Doesn’t your wife have an equitable interest in that 
account f 

Mr. Jackson. I don’t know how. 

Mr. Parren. Community property. 

Mr. Jackson. I didn’t earn it. It is not even my money. 

Mr. Parren. I see. 

Mr. CHuporr. Do you have anything in writing to show that is their 
money ¢ 

Mr. Jackson. They have their journal entry in their check book 
showing how much they paid me. I have never given them anything 
in writing: simply oral. This is a whole family understanding. We 
are fond of each other in our family and we trust each other. 

Mr. Texeve. Mr. Jackson, do you know why all these questions were 
asked ¢ 

Mr. Jackson. Yes: I know. 

Mr. Tracue. Because you first said it was purchased for your daugh 
ter and son-in-law—— 

Mr. Jackson. Yes. 

Mr. Teacur. And we go to your daughter and son-in-law and they 
give us a sworn statement they pay you $60 a month. We come to you 
and you say that they have given you this and that. That is the reason 
you are here, a chief attorney at the Veterans’ Administration in this 
area, 

Mr. Jackson. Yes. 


Mr. Tr A\GUE. That is the reason we come and ask you all these ques 


tions. 
Mr. Jackson. That is fine. [appreciate it. Iam glad to help you 
all J ean. ‘Thev have not paid me S60 every month, by a long shot. 


Their record will show it. 

Mr. Teacue. We know the rest. “A home loan may be made for 
purchasing residence property to be occupied by the veteran as a 
home.” That is what it says. You and the Lord know about your 
intent. That is all there isto it. 

Mr. A EY KSON. That is correct. 

Mr. Orr. 1 believe you stated, Mr. Jackson, you were glad to help 
and cooperate. 1 will ask you to state why vou refused to answer 
questions and give testimony when asked to do so by the Veterans’ 


Adiiinistration investigator during the investigation. 
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Mr. Jackson. We can read from that record we made. In my 
opinion, I didn’t refuse to. That was an honest difference of opinion 
between you and me 

Mr. Orr. No honest difference of opinion on my part. 

Mr. JACKSON. May I finish my answer /—as shown In the statements 
| wrote and sent to the solicitor afterward. 

Mr. Orr. Will you state why you claimed privilege there ¢ 

Mr. Jackson. I didn't claim privilege. I said nothing new or 
different had happened. I would be glad to furnish you the FBI 
statement or the statement I gave the FBI and take everything in it. 
We could wo over it. 

Mr. Orr. How did you know nothing new had happened ¢ 

Mr. Jackson. You told me there was nothing—or, you didn't tell 
me there was anything else you wanted to ask. 

Mr. Orr. It isn’t necessary, is it, under the regulation for a 
gator to tell you what he wants to talk to you about ¢ 

Mr. JACKSON. I don't perceive the question. 

Mr. Orr. I say, it 1s not necessary under the regulations for the 
investigator to tell you what he wants to talk to you about, on a certain 
matter, prior to interviewing you ¢ 

Mr. Jackson. I don't believe it is. 

Mr. Cuuporr. Did you ever notify the Solicitor for the Veterans’ 
Administration or chief attorney you had been questioned by this 
gentleman ¢ 

Mr. JACKSON. Immediate] » yes, sir. 

Mr. Cuuporr. Did you get instructions from him to answer all 
questions ¢ 

Mr. J AC KSON. | have never heard a word. 

Mr. Cuuporr. When did you notify him ¢ How long has it been ¢ 

Mr. Jackson. ‘Two days after our little difference of opinion. 

Mr. Cuuporr. When was that ? 

Mr. Jackson. What was the date of that examination’ August ? 

Mr. Orr. Beg pardon ¢ 

Mr. JACKSON. What was the date of that examination you speak ¢ f ? 

Mr. Orr. August 27, I think, somewhere along there. 

Mr. Jackson. Somewhere along August 27. 

Mr. Cuvporr. You reported the incident to your superiors and you 
haven't heard from them since ? 

Mr. Jackson. I gave my manager a copy of a statement I wrote, the 
original statement I wrote concerning it. the next dav or so. 

Mr. Cuuporr. Your superior, the manager of the regional office, or 
the chief attorney in the office / 

Mr. Jac KSON, My administrative superior is the manacel of this 
regional office. My direct professional superior is the Solicitor im 
Washington. 

The night of the day | rave Mr. Ber ry, the hiahaver, the statement, 
In response to this difference of Opin1on, I mailed a copys of it, with 
other pertinent documents, personal and confidential, to Mr Odlum, 
the Solicitor. I haven't heard a word from him since about it. 

Mr. Cuuporr. Is that usual or unusual ¢ 

Mr. Jackson. I have never been in this situation before. so I can’t 
say Whether it is usual or not. 


mnvest) 


Mr. Cucporr. | any talking about when you write for instructions 
from the Solicitor. It takes 3 or 4 months, doesn’t it? 


S424 
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Mr. Jackson. I didn’t ask for instructions. I wrote him to inform 
him immediately as my professional superior, in case I was in error, 
that | would be happy to answer questions. I have never heard a 
word. I have a copy of the letter. 

Mr. Cuuporr. You do? 

Mr. Jackson. Yes. 

Mr. Parren. You are still the chief attorney in the regional office? 

Mr. Jackson. Yes. 

Mr. Cuvuporr. One question: You don’t practice any law, in addi 
tion to being chief attorney ¢ 

Mr. Jackson. No; except just a little family work I can’t get out of. 

Mr. Cuvporr. What is your classification, GS-1, under civil 
service ¢ 

Mr. Jackson. GS-12. 

Mr. Cuvuporr. How long have you been with the Government ? 

Mr. Jackson. What is it? 

Mr. Cuvuporr. How long have you been with the Government ? 

Mr. Jackson. I have been with the Federal civil service since Au 
gust 12, 1946. And in the military for a number of years; two wars. 

Mr. Orr. Do you have a degree of law? 

Mr. Jackson. No. 

Mr. Teacur. All right, Mr. Jackson, that is all. 

Mr. Cuvporr. Will you leave a copy of that opinion, with Mr. 
Odlum’s transfer of intent? We will return it. 

Mr. Teacur. The committee will stand adjourned until 1 o’elock. 

(Whereupon, at 12 noon, a recess was taken until 1 p. m. of the 
same day.) 


AFVER RECESS 


The Cuarmwan. The hearing will come to order. 
Is Mr. John Milton Barber in the room / 


STATEMENT OF JOHN MILTON BARBER, REAL ESTATE APPRAISER 
AND PRESIDENT OF THE CALIFORNIA REALTY & LOAN CO., SAN 
DIEGO, CALIF. 


Mr. Tracur. State your full name, your address, and your 
occupation. 

Mr. Barser. John Milton Barber. The address is 235 Broadway. 
[am a real-estate appraiser, and I am.also president of the California 
Realty & Loan Co. 

Mr. Teacur. Mr. Barber, would you tell us how you work as an 
appraiser? What is the procedure you go through, so far as apprats- 
ing a home is concerned 4 

Mr. Barner. Well, we go out and look at the property. Some or- 
ganizations want to take pictures, and others don’t. We measure the 
property, and we draw the floor pl: in, so that we can study the general 
outline and make our determination, whether it is good, bad, or in 
different. 

We measure the distance to the property line, as we can determine 
it sometimes. But that is pretty hard to do. And we try to spot the 
house on the property. If it appears that there is any violation of 
an area artery, we generally ask for a survey by competent engineers. 

Having accumulated all this data, we : apply certain cost factors, to 
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determine the replacement costs. Having done that we appreciate 
for the condition, if it is not a new house, and also appreciate—or 
depreciate for any objectionable features in the house. Maybe it is 
too good for the neighborhood, or something of that sort. 

With some organizations it is necessary to make a little further 
study in regard to comparable sales; not necessarily of surrounding 
properties. It may be comparable as to sales in similar districts. 

Mr. Teacur. What are you paid for an appraisal ? 

Mr. Barper. We are paid different prices at different times. At 
one time we got $25 a unit, a house. And later on that was reduced 
to $20. and later on it was reduced to $15. Then I think at a later 
date it went back to $20 again on the individual appraisals. 

Mr. Tracur. Mr. Barber, you were the organizer of the California 
Realty & Loan Co. ¢ 

Mr. Barser. No; that is not quite right. 

Mr. Tracur. Tell us about the California Realty & Loan Co. 
Tell us who the officers were and who the directors were. 

Mr. Barser. All right. Mr. McEwen and I employed Mr. Lazar to 
form a corporation. Before getting permission to issue stock or do 
any business, we found out that we might possibly go into the loan 
service business. We needed a $50,000 corporation, which we didn’t 
have. So we sold it to Fred Liebhart, and Mr. Liebhart bought our 
interest in it, in its enti ty. and put in $60,000 and completed the 
corporation. 

Mr. Teacue. Mr. Barber, what dates were you appraiser for the 
Veterans’ Administration? Between what dates? 

Mr. Barser. I was one of the first ones appointed in San Diego. I 
just don’t remember. 

Mr. Tracur. Generally, approximately the year. 

Mr. Barser. I don’t know when they started down here. I can’t 
remember whether it was 1945 or 1946 or 1944. 

Mr. Treacur. You were appraiser from, say, 1946 up until when? 

Mr. Barser. Until the 5th of July, this year. 

Mr. Teacur. July of 1951? 

Mr. Barser. That is right. 

Mr. ‘Tracue. What dates were you president of the California 
Realty & Loan Co. ¢ 

Mr. Barser. I am president now. 

Mr. Tracur. And you have been since when ¢ 

Mr. Barser. Oh, about 2 months after Mr. Liebhardt’s death. 

Mr. Teacur. That was a couple of years ago? 

Mr. Barser. No; I thmk I have become president as of August of 
L950. 

Mr. Teacur. August 1950. All right, sir. Who were the officers 
and directors of the California Realty & Loan Co. ¢ 

Mr. Barser. The officers and directors as of August 1950, when we 
purchased it from the Liebhardt estate—is that what you would like 
to know? 

Mr. Tracue. Yes. 

Mr. Barser. I was president. Mr. McEwen was vice president. 

Mr. Teague. Mr. McEwen was also an appraiser ? 

Mr. Barser. He was also an appraiser. Mr. Dodge was named 
treasurer. 


Mr. Tracue. Who was Mr. Dodge? 
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Mr. Barper. He was a loan guaranty officer. 

Mr. Tracur. At that time ? 

Mr. Barper. At that time. He was made treasurer because Mrs, 
Liebhardt is his sister, and we owed quite a large mortgage to the 
Liebhardt estate, and suggested by someone, possibly Mrs. Liebhardt’s 
attorney—I am not sure—that Mr. Dodge act in that capacity. 

Mr. Teacure. Who else? 

Mr. Barser. Mrs. Barber was secretary of the company. She had 
been secretary when Mr. Liebhardt owned it. She continued as secre- 
tary of the company. I believe that is all the officers we had. 

Mr. Tracur. Who were the directors ¢ 

Mr. Barser. The directors at that time were myself, Mr. Dodge, Mr. 
McEwen. 

Mr. Teacur. How about Mr. Skinner ? 

Mr. Barser. Mr. Skinner was never a director. 

Mr. Teacur. What contact, what connection did he have with the 
company ¢ 

Mr. Barner. He became a stockholder. 

Mr. Teacur. Whois Mr. Skinner? 

Mr. Barser. Mr. Skinner, I understand, is a stepson of Mr. Francis 
Paige. 

Mr. Tracvr. Did Mr. Paige have any connection with California 
Realty & Loan Co. ¢ 

Mr. Barser. No. 

Mr. Teacur. None at all? 

Mr. Barrer. Well, he was never a stockholder. He did buy some 
stock from Mr. Skinner. 

Mr. Treacue. California Realty & Loan, did it ever pay Mr. Paige 
any money ¢ 

Mr. Barrer. Not that I remember. 

Mr. Teacur. Who was Mr. Paige? 

Mr. Barser. Mr. Paige is assis tant loan guaranty officer. 

Mr. Tracur. Mr. Skinner, did he do any work for California Realty 
& Loan / 

Mr. Barper. No. 

Mr. Tracur. None whatsoever / 

Mr. Barner. I don’t ever remember his doing any at all. 

Mr. Meapows. In the various initial transactions in organizing the 
company, did Mr. Paige ever visit the office or look at the books and 
cliscuss the business of the company ¢ 

Mr. Barner. Yes. 

Mr. Meavows. On how many occasions / 

Mr. Barner. I don’t remember. 

Mir. Mr ADOWS. Several occasions ¢ 

Mr. Barner. I don’t remember. 

Mr. Teacur. Why was he doing that ? 

Mr. Barner. He was contemplating purchasing some stock in it, for 
his stepson. 

Mr. ‘Tracur. He was at that time assistant loan guaranty officer ? 

Mr. Barrer. Yes. 

Mr. Teacur. Didn't you think that was rather unusual, that Mr. 
Paige, an officer of the Veterans’ Administration, would be interested 
ma real estate company whicl Nn they were croing to do business with, 


the Government / 
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Mr. Barrer. We weren't doing business with the Government at that 
time. 

Mr. TEAGUE. You intended to ? 

Mr. Barser. We intended to service loans. 

Mr. Treacur. And you did / 

Mr. Barner. And we did. We didn’t deal directly with the Vet- 
erans’ Administration. 

Mr. Treacur. Whom did you deal with ? 

Mr. BARBER. We dealt with the Federal National Mortgage Associ 
ition the comp in Mr. Liebhardt had rotten the company approved 
for. 

Mr. Orr. Mr. Barber, under the rules and regulations of the Federal 
National Mortgage Association, aren’t you required to make certain 
reports to the Veterans’ Administration ¢ 

Mr. Barser. We are at the present time. 

Mr. Orr. Were you not during that period ¢ 

Mr. Barser. No. 

Mr. Corr. When did this reg tlation become effective ? 

Mr. Barner. Well, the earls part of 1951 and after Mr. Dodge had 
left the Veterans’ Administration. 

Mr. Orr. As a matter of fact, that regulation was in effeet in 1950, 
wasn't it? 

Mr. Barner. I don’t believe so, Mr. Orr. If it was, we never made 
any reports to the Veterans’ Administration. It was only last spring 
I remember the Federal National Mortgage Association asked us to 
file certain reports with the Veterans’ Administration. 

Mr. Orr. You hadn't had any occasion to file any such reports 
before ¢ 

Mr. Barser. We didn’t have any defaults or anything of that sort 
uptothat time. I donot remember whether there was or not—I know 
we were not asked to make any reports to the Veterans’ Administra- 
tion until sometime in the spring of 1951—spring or early summer of 
1951. 

Mr. Tracur. Tell us more about Mr. Paige being in looking at your 
books and helping with the business. 

Mr. Barper. He didn’t look at the books after we got started. He 
sort of indicated he might be interested In purchasing some stock fol 
his stepson; a loan-service company. 

Mr. Treacur. Mr. Barber, do you think this would be a true state- 
ment: That Mrs. Louise Dodge Liebhardt filed a certificate stating 
that she, as administrator of the estate of F. C. Liebhardt, “Does here- 
by sell, assign, and transfer unto John Milton Barber, Charles A. 
Dodge, Dana McEwen, Francis G. Paige, and Robert 8. Wyman 100 
shares each of the California Realty & Loan Co. stock in the name of 
her husband”? 

You don’t think Mr. Paige had any interest in the California 
Realty & Loan Co.? 

Mr. Bareer. I think at that time that is a true statement: I think. 

Mr. Treacur. That was September of 1950. 

Mr. Barner. September of 1950. I think at that time that that 
was a true statement, and Mr. Paige did agree to purchase the stock, 
along with the rest, with Mr. Leibhardt. However, he did not retain 
the stock—I don’t know whether he intended to. 
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Mr. Teacur. He transferred it to his stepson, Mr. Skinner? You 
don’t know why he did it? 

Mr. Barver. No. 

Mr. Meapows. Did Mr. Paige ever attend a board of directors 
meeting ¢ 

Mr. Barner. I believe he did once. 

Mr. Meapows. Did he take part in the discussions ¢ 

Mr. Bareer. Not to my knowledge; no. 

Mr. Teacur. Mr. Skinner made this statement, Mr. Barber: “As to 
the California Realty & Loan Co., I prefer not to try to explain my 
connection, if any, because I am not familiar with the facts due to my 
being in Los Angeles due to a heavy schedule in lessons and work.” 

Mr. Barser. I think that might be true. I don’t remember Mr. 
Skinner ever attending any meetings. 

Mr. Tracur. Did Mr. Paige transfer his stock over to his stepson ? 

Mr. Barner. I would rather not answer, in the realm of conjecture. 
I don’t know why he would do it. 

Mr. Treacur. What part did Mr. Dodge play in the organization of 
the California Realty ¢ 

Mr. Barser. He has helped us quite a bit, right from the start. 

Mr. Teacur. You think it is proper that Veterans’ Administration 
employees be involved in working with a company through which 
they are going to do business ¢ 

Mr. Bareer. Had we done any business with the Veterans’ Admin- 
istration, lam sure Mr. Dodge would have done one thing or the other, 
either resigned or he would have resigned from the company. 

Mr. Tracur. Did you ever appraise any property which was han- 
dled by the ¢ California Re ~alty ¢ 

Mr. Barser. Yes; but it didn’t have any veteran’s loan on it. It 
didn’t have anything to do with the Veterans’ Administration. 

Mr. Teacur. You never appraised any property—— 

Mr. Barser. Wait a minute. You mean that eventually came to us / 

Mr. Teacur. Yes. 

Mr. Barser. Oh, yes, we did, many, many pieces. 

Mr. Treacur. You think that is right, you should appraise property 
eventually handled by your company / 

Mr. Barser. I see no reason why not. The Savings and Loan Asso- 
ciation have their own officers and directors, appraising department. 
We certainly were not in any way—our appraisals had nothing what- 
ever to do with our eventually getting the business, because that came 
after the loans were all set up, before we got them. Then they were 
sent to us for servicing. 

Mr. Teacur. Where did those loans come from ¢ 

Mr. Barner. They came from two sources. Most of them from San 
Diego Federal and some from Southern California Mortgage and 
Loan. 

Mr. Orr. How many did you get from the Southern California 
Mortgage and Loan? 

Mr. Barber. About 20, I believe. 

Mr. Teacur. Do you know whether any influence was brought to 
bear on the San Diego Federal Savings and Loan Association, to turn 
these loans over to the California Realty ¢ 

Mr. Barper. I don’t believe there was any influence. 








VETERANS’ LOAN GUARANTY PROGRAM 51 


Mr. Teacur. You never heard it discussed by Mr. Paige or Mr. 
Dodge, or Mr. Wyman 

Mr. Barver. I went down and discussed it with Mr. Jackson and 
Mr. Hegg, about turning it over to us. That we would like to carry on 
with the deal that Mr. Liebhardt had started. and that we felt Federal! 
National Mortgage Association would approve us. : 

Mr. Teague. Was Mr. Alton B. Jackson in any manner associated 
with California Realty / 

Mr. Barper. Yes. 

Mr. Teacur. What was his connection with the California Realty 
& Loan Co? 

Mr. Barser. We retained Mr. Jackson to help us set up the con 
pany, he being an experienced savings and loan man, and to show us 
how to go through the steps to prepare these— any loans to sell fo 
Federal National Mortgage—not that we expected to sell any—fe 
San Diego Federal. ‘There were quite a few other contractors and 
smaller companies around the town having small amounts of loans, 
S and 10 and sometimes possibly up to 50. We hope to get that servi: 
ing and we employed Mr. Jackson for that, also. 

Mr. Teague. What salary did you pay Mr. Jackson ¢ 

Mr. Barper. $2,500 a year. 

Mr. TreaGue. $2,500 a year ¢ 

Mr. Barper. That is right. 

Mr. Cuvuporr. How many years did he work for you? 

Mr. Barer. I don't think he has finished the first year yet. In heu 
of the fact we were getting started in a small company, he agreed that 
he would help us for ho salary for a certain length otf time, and | thn K 
it would be just about a year now, not quite. 

Mr. Teacur. You and Mr. McEwen were appraisers / 

Mr. Barper. Yes. 

Mr. Tracver. Mr. Paige and Mr. Dodge were over here in the Vet 
erans’ Administration and you had Mr. Clarke and Mr. Jackson ove! 
in the savings company i 

Mr. Barser. Mr. Clarke didn’t help us, to my knowledge. We paid 
Mr. Clarke no salary. 

Mr. Teacur. Mr. Barber, in the normal course of business of th« 
company, what reports would be required to be made to the Veterans 
Administration / 

Mr. Barner. The only reports we were required to make, that. I know 
of now, were the reports of a default. We make all the rest of ou 
reports directly to Federal National Mortgage. 

Mr. Teacue. Did any Veterans’ Administration employee intercede 
for you, to help your company get an approval from Federal National 
Mortgage Association ¢ 

Mr. Barner. I don’t know. 

Mr. Tracur. You don’t know whether any members of Veterans 
Administration made a trip to Los Angeles ¢ 


’ 


Mr. Barpser. Oh, yes: I know they made a trip to Los Angeles with 
me; | did all the talking. 

Mr. Treacur. Why did they go with you? 

Mr. Barser. Oh, just probably to advise me. 

Mr. Orr. Who were “they ag 

Mr. Barser. Mr. Dodge went with me one time. and I think Mr 
Paige went with me one time. 
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Mr. Tracue. Mr. Barber, in signing your appraisal reports, don’t 
you sign a certificate that the property is property in which you are 
not interested ? 

Mr. Barser. That is right. 

Mr. Treacur. Or that you have no prospective interest in, in the 
future ?* 

Mr. Barsrr. That is right. I have no prospective interest in the 
future at all. 

Mr. Tracur. Later this happened : That property did come into 
this company and you did have an interest later on ¢ 

Mr. Barser. | don’t think we had any interest at that time. At that 
time we were servicing the loan. We have no interest in the property 
to this day. 

Mr. ‘Teacue. In other words, when you signed that statement, you 
feel you signed an honest statement vou had no interest ¢ 

Mr. Barwer. I feel I did. 

Mr. Teacur. That meant monetary interest in the property ? 

Mr. Bareer. That is right. 

Mr. Teacur. Both your company, handing the loan, and you—you 
didn’t feel you were making a statement that was not true / 

Mr. Barser. That is right, I did not. 

Mr. Teacue. Mr. Barber, did your wife ever sign an appraiser’s 
report for you ¢ 

Mr. Barner. I think so. 

Mr. Tracur. Did you make the appraisal ¢ 

Mr. Barer. Yes. 

Mr. Tracue. All your appraisals, of all of them, did you ever send 
in an appraisal on the property you didn’t go out and appraise? Or 
did you just sign it and let it go in? 

Mr. Barner. No, sir. However, I didn’t do all the work on every 
appraisal. I employed help. 

Mr. Teacur. Going back to this interest in property, Mr. Barber, 
you knew a lot of this would come back to your company for servic- 
ing, didn’t you ? 

Mr. Barner. I thought it would; yes. 

Mr. Treacur. Whom did you ever employ to assist you in making 
appraisals / 

Mr. Barber. Oh, different people at different times. First, my wife 
was part of my business, appraisal business. One time I employed 
Mr. Richard Morris to make some inspections and measure some 
houses. 

He went with me. I don’t think I ever sent him out alone. If I 
did I looked at the property immediately afterward. 

Another time I employed a Mr. C lifford Hansicker. That was be- 
fore we started the California Realty. 

Mr. Teague. Were you allowed to hire help? 

Mr. Barser. All appraisers do it. Every office in town hires what 
we call a junior appraiser, to help do what we call the leg work. 
That is customary all over the country. 

Mr. Tracve. In other words, they go out to the property and actu 
ally make the appraisal, or fill out a form and bring it back te vou, 
and you send it in—— 
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Mr. Barner. No; I didn’t say that. They go out to the property 
and make the measurements and do a lot of what we call the leg work. 
I never signed an appraisal where I didn’t see the property. 

Mr. Teacur. Mr. Barber, will you tell us about the appraisals you 
made for the Mobilhomes i ( 

Mr. Barpser. Yes, | will glad to. Mobilhomes Corp. employed 
us one Saturday morning to appraise several models. | just forget 
how many. I think there were five; there may have been six or seven, 
howe ver. 

We looked over the line and the way these were being built, and 
then they did what many contractors do, supp lied us with complete 
p slans and specifications, and we returned an appre sina on these m ode Is 

Qf course, the were all predic: ated upon the hJrouses bein ow set oO} 
suitable lots. This time they were personal property and not real 
estate at all. 

Mr. Teacur. Tell us more about the appraisal. What kind of 
appraisal did you make ¢ 

Mr. Barner. We took the plans—— 

Mr. Teacur. How did you make it ¢ 

Mr. BARBER. We took the plans. We see the models, how they were 
being constructed, and took the plans and specifications. We put 
in our own cost factors and arrived at the replacement cost: we felt 
the houses were pretty well built and that the plans were reasonably 
good. 
~ We came up with what we thought was a—— 

Mr. Teacue. Mr. Barber, isn't it true on these Mobilhomes that you 
just drove by and saw that the homes were on the foundations and 
vou didn’t make any other investigation and approve those houses / 
Mr. BARBI r. Now you are talking about something entire ly di fer 
ent. As I stated, we appraised every model that they built—— 

Mr. Orr. Mr. Barber—— 

Mr. Barer. First by plans and specifications. 

Mr. Orr. Explain to the committee just how you accomplished your 
compliance Inspectlon—— 

Mr. Barser. That is something else again. 

Mr. Orr. Of the Mobilhomes. 

Mr. Barner. The Mobilhomes are set up a little different than any 
other compliance inspection. 

Mr. Teacur. What do you mean, they are different? In what way 
are they different ? 

Mr. Bareer. | will get to that. 

Mr. Teague. All right. 

Mr. aging An ordinary compliance inspection; the inspection is 
made by an inspec tor who makes three Inspections on every house 
He looks at the ditches before the foundation is poured. He looks at 
the house when the roof is on and the frame. before it is enclosed with 
p laster or Pp lasterboard, and anything of that sort. 

Then he goes back after the building is all finished and makes 
final inspection, at the time the veteran moves in. The Mobilhomes. 
after a conference with the loan-guaranty officer and assistant loan 
guaranty officer and chief appraiser, they decided to forego the foun- 
dation inspection and instructed us to do so. We did. We were 
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asked to check the Mobilhomes line, to see they were still building about 
in the same manner they started, and every time they checked the line 
it appeared to us they were doing a better job, than a poor job. 

Mr. Cuvunorr. What is the Mobilhomes? Are they prefabricated ? 

Mr. Barer. Not exactly prefabricated. They are different. 1 
understand a prefab, vou build the walls and take them out and as- 
semble them to the job. They were not done that way. ‘They were all 
assembled at the Mobilhomes factory and moved out by a house mover 
and put on the foundation. 

Mr. Parren. When you say “they” inspected it, the foundation, by 
“they” vou mean whom ¢ 

Mr. Barser. Mr. Dodge and Mr. Wyman and Mr. Paige. They 
said they were going to accept the city inspection on the foundation 
ditches. 

Mr. Cuvuporr. How do you appraise these properties’ don’t you 
have a formula for it ¢ 

Mr. Barser. We make our own formula. 

Mr. Cuvporr. The cube method ¢ 

Mr. Barser. No; that is not used anywhere in California. It is 
very rarely. There are some few companies that insist on using the 
eube. Asa general rule we don’t. We work largely from the square- 
root method. However, we do check periodically our square-foot 
method, with the method we generally know as the unit-and-place 
method. We figure the cost of a wall and take the lineal feet of wall 
and cost of subfloor and floor, and work the thing up that way. 

I have a brother who is doing work as a structural engineer, who 
breaks down houses for me quite frequently, and helps me check my 
costs in that way. 

Mr. Cruporr. Assume you appraise a house. All right. And 
certify its value is $10,000 with the Veterans’ Administration. The 
Veterans’ Administration then guarantees the mortgage on that 
$10,000. 

Do you think it is ethical and fair and right that you should ap- 
praise the house at $10,000 so you can get a guaranty of $10,000 mort- 
gage for a company you have a financial interest in / 

Mr. Barner. Wait a minute. I didn’t do it for that purpose. As 
[ say, we knew that we qualified with Federal National Mortgage, 
and we got some houses I didn’t appraise and some I did. I never 
knew which house— 

Mr. Cuuporr. Let’s assume—I am not saying you were making 
wrong appraisals. It would be quite possible for a man who had an 
interest In a mortgage-service company, who was an appraiser for the 
Veterans’ Administration, to appraise the property for $14,000 when 
it was actually worth $10,000, and have the $14,000 guaranteed, and 
have the default and make a profit on default. 

Mr. Bareser. Wait a minute. We don’t make any profit on 
default. 

Mr. Cnuporr. I don’t say you did. It would be possible to do it 
that way; don’t you think’ It would be a bad method of operation 
because a dishonest appraiser could make a profit on a wrong ap 
praisal. . 

Mr. Barner. I see no way he could make a profit on getting them 
in trouble and having a delinquent loan that is going to result In a 
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ec foreclosure and would be taken out of his hands completely. I see 
7 nothing there—— 

: Mr. Parren. Your brother-in-law, you say, broke down the houses. 

In that fashion, they broke down, naturally. 

Mr. Barser. Figure it is like a contractor figures—— 

Mr. Ti \GUPF. Mr. Barber. one que stion ] wint to ton sure you | nader 

I stand that I understand. Is it or is it not true that you submitted 

. compliance inspection reports where you had not seen the property ‘ 

Mr. Barper. That is not true. 
) Mr. Treacur. That is not true? 

Mr. Barser. No. 
y Mr. Tracue. You didn’t cause anybody to make those reports of 
i property that hadn’t been looked at? 

Mr. Barper. No, sir. 

i Mr. Orr. In connection W th the Mobilhomes. did you ever enter 
the premises of any of those homes for the purpose of making a final 
inspection of a Mobilhome? 

Mr. Barser. On Mobilhomes we did not. 

3 Mr. Orr. You just said you didn’t submit compliance inspection 

e if you didn’t see the propert) 

4 Mr. Barper. I did see the property. You said did I a8) inside the 

t house. Some of them I didn’t go inside the house. That is the only 

e company in which we didn’t. 

Mr. Orr. Consider that proper final compliance inspect ion—— 

Mr. Barner. It was a procedure we were using on Mobilhomes, and 

) it was a procedure that everybody was cognizant of, and whether it 

y was proper or not, I ¢! ought it was, because the homes were being 
touched up a fter they were put on the lot, after they were moved. 

Mr. Orr. How much of a fee did you get for inspection ¢ 

P Mr. Barper. $5. 

t Mr. Orr. Of those properties? 


Mr. Barner. $5. 
. Mr. Orr. Just for the one inspection ? 
- Mr. Barper. That is right: $5 
Mr. Orr. That was for the final inspection ? 
; Mr. Barper. That is right. 
Mr. Orr. You got that just by driving by the property, to see that 


, the house was on the foundation? 
Mr. Barser. In some instances; on Mobilhomes, yes. 
4 Mr. Orr. Who pays for that inspection ? 
Mr. Barpser. Veterans’ Administration. 
, Mr. Traevur. Mr. Barber, can you tell us how much your income 
was for these appraisal inspections during the year 19507 
Mr. Barser. I can't tell you exactly. 
Mr. Tracur. Make an approximation. 
. Mr. Barper. $10,000. 
Mr. ‘Traaue. $10,000? 
: Mr. Barper. Yes. 
Mr. Tracur. How much would you approximate Mr. Robertson, 


Mr. McEwen, and Mr. Hueler made? 
Mr. Barser. About the same or more. 
, Mr. Teacur. Mr. Barber, why do you think that people would spe 
cifically request. that you and Mr. McEwen do their appraisals, for 
example, Mr. Jackson ? 
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Mr. Barner. There is one reason I think they would, or at that time 
they would, because we carried offices which were more completely 
staffed than some offices, and I believe we got our work out, not 
exactly quickly, because we didn't always, but I believe it was faster 
than an office that wasn’t staffed as well as we were. 

Mr. Treacue. Did you make the appraisals of the water softners ¢ 

Mr. Barser. I couldn't tell you anything about the water softeners. 

Mr. Tracur. Do you nea who made the appraisals on those ¢ 

Mr. Barrer. I discussed it with Mr. Wyman and we had certain 
figures. I supplied a lot of Macoadinin I don’t remember signing a 
report. I believe that one I did sign— 

Mr. Tracur. What would be an average price of a lot that you 
appraised last vear? What would be the average price of a lot? 
Would they vary a lot or usually be in a certain price range / 

Mr. Barner. They would be in certain price ranges, in different 
districts. Each district would have a different pr ice range on a lot, 
ind the better districts often had larger lots, but the tone, if I may use 
the term, of the district itself had a vreat de al to do with the value of 
the lot. 

Of course, lots have been going up steadily in San Diego since we 
used up the big supply we had, and the cost of putting in the streets 
and sidewalks and curbs and sewers and water and all those things 
have consistently risen. 

Mr. Treacur. You recall being asked to make a reappraisal on the 
property that Mr. J. W. Anderson was developing ¢ 

Mr. Barser. [ would like it better to know what property that was. 

Mr. Orr. Plumosa Manor No. 2. 

Mr. Barner. Plumosa Manor No. 2, I don’t remember. I do know 
Plumosa Manor No. 1. 

Mr. Treacur. A development of 139—— 

Mr. Barser. That must have been Plumosa Manor No. 2. Plumosa 
Manor No. 1 didn’t have that many houses in it. 

Mr. Teacur. The information we have. Mr. Barber, is that you were 
isked to make a reappraisal of that property and it resulted in an aver- 
age inc “ye ase of S500 per lot. 

Mr. Barser. That is quite possible. On both of Plumosa Manors, 
they adjoin a very good section. However, on the other side they 
adjoin a public housing unit which tends to have—understand, I am 
not saying it has, but it tends to have a detrimental influence, 

Mr. Parren. You say you are not admitting it has a detrimental 
effect 4 

Mr. Barser. I am not making the statement. I do not know that 

does. It does tend to have 

Mr. Cuuporr. You say a subdivision that borders on a public hous- 
ne project tends to have a detrimental influence, yet you don’t admit 
it. low do you make an appraisal, on how you feel personally or how 

other people feel ¢ 

Mr. Barser. How other people feel. The appraisal is based on 
general information. 

Mr. Cuvuporr. If people should feel the property is worth $8,000 
and you feel it should be $10,000, you appraise it at S8,000 ¢ 

Mr. Barrer. Yes. 

Mr. Cuvuporr. How do you find out how the other people feel? 
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Mr. Barser. That is your general contact in the appraisal business, 
in talking to people and watching sales of houses. 

Mr. Cuuporr. Actually it is not breaking down the house into square 
feet, or anything like that, under your logic ¢ 

Mr. Barper. I stated we had to get sales to check ours with. 

Mr. CHUDOFF. Based upon other sales in the neighborhood ¢ 

Mr. BARBER. Based upol other sules in the nelahborhood or com 
parable districts. 

Mr. Teague. Are you aware, Mr. Barber, Mr. Paige added another 
$500 to this property, for what he called closing costs ¢ What could 
closing costs be and how would it total $500. 

Mr. Barser. Closing costs would be—I am not sure I can answer 
that intelligently. I have some ideas what they would be. 

Mr. Teague. You recall changing your appraisal on this property 
SM) 4 

Mr. BARBI R. If you have a record there, | probably clid. | don't 
rec all it on Plumosa Mat or No. , a It might have happer ed. There 
was quite a lag there 

Mr. Teacur. Mr. McEwen, Mr. Barber, and Mr. Robertson were 
supposed to be the pal e] appointed ¢ 

Mr. Cuuporr. What was the ori 
was It? 

Mr. Teacue. I don’t have it. 

Mr. Cuuporr. Do you remember what it was, the value of the lot, 
the original appraisement ¢ 

Mr. Barser. On Plumosa No. 2? 

Mr. Cuvuporr. Whatever one you made. 

Mr. BARBI R. | made both ol the Ih. Plumosa No. Lana No Y also. 

Mr. Cuuporr. What I am trying to find out is how you determine, 
after you make an appraisal of the lot, it 1s increased $500 in value 
after the first appraisal, and the reappraisal, 

Mr. Barper. An element of time there, for one thing. As T said, 
lots where steadily moving up. Another thing, they often change 
the specific ations on the type of streets and things that 

Mr. Cuvuporr. What was the value of the homes in 
ments? What did they sell for? What cid they cost to erect ¢ 

Mr. Bareer. I believe it was right around $10,000 to $11,000. 

Mr. CHUDOFF. What would you say the average Cost of the lot was 
on that? 

Mr. Barser. About $2,750, $3,000. 

Mr. Cuuporr. In a short period of time the increase in the value of 
the lots could have been S500 ? 

Mr. BARBI R, It could have been. 

Mr. Cuuporr. With no building on it? How do you account for 
the increase of $500 / 

Mr. Barpser. The fact the lots were getting scarcer all over town. 
I believe they did, in that instance, go in for heavier pavements and 
heavier curbs. 

Mr. Cuupvorr. You mean the law of supply and demand caused the 
increase ? 

Mr. Barser. Probably. 

Mr. Patren. You say the lots in the other districts went up the same 
proportionate amount ? 


inal appra Ssement., How much 
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Mr. Barser. Yes; I would say they did. 

Mr. Treacue. Could you tell us why you submitted a number of your 
appraisal reports undated ¢ 

Mr. Barser. That was purely an oversight. I certainly never in- 
tended to do it. 

Mr. Treacur. You don’t know if somebody dated them later at a 
prior date ¢ 

Mr. Barser. No. 

Mr. Cuuporr. When did you submit these undated reports ? 

Mr. Barser. I don’t remember doing it. It is purely an oversight. 

Mr. Cuvuporr. Does the report show they were submitted, these un- 
dated appraisals, Mr. Orr ¢ 

Mr. Orr. Yes. It shows they were submitted at a much later date. 

Mr. Cuvuporr. Does it show they were submitted around the time 
regulation X was put into effect ¢ 

Mr. Orr. Yes, sir. 

Mr. Teague. Did you ever discuss that with any Veterans’ Admin- 
istration employees, regulation X, and the date on it? Did you ever 
discuss predating reports ¢ 

Mr. Barser. I don’t remember so. 

Mr. Teacur. You are not sure? 

Mr. Barser. No; I don't believe so. I don’t remember. 

Mr. Treacur. Mr. Barber, have you ever given a gift to any Veterans’ 
Administration employee ¢ 

Mr. Barser. Yes. 

Mr. Tracur. What and who? 

Mr. Barser. I gave Mr. Dodge a turkey one Christmas. 

Mr. Treacuer. That is all? 

Mr. Barser. I may have given him one bottle of whisky. 

Mr. Tracur. Did you ever have any financial dealings with Mr. 
Paige or Mr. Dodge? 

Mr. Barver. Why, yes: I have had financial dealings with Mr. 
Dodge. 

Mr. Tracue. What kind? 

Mr. Barser. Well—— 

Mr. Teague. You started to say ‘ 

Mr. Barser. As I say, I don't exactly know what you mean by 
“financial dealings.” 

Mr. Teacur. Well, has there been any business transaction, any 
money passed between you and Mr. Dodge or you and Mr. Paige? 

Mr. Barner. Yes; there has been some money passed bet ween me and 
Mr. Dodge. 

Mr. Teacur. How and why? 

Mr. Barner. Mr. Dodge and I had the appraisers in this district for 
the Equitable Life Insurance Co. Checks came from the Equitable in 
my name. He makes quite a few of the appraisals and I make some 
of them. 

I write him a check, to pay for the work he has done. 

Mr. Treacur. That is the only money that has passed back and forth 
between you and Mr. Dodge, or Mr. Paige? 

Mr. Barser. That is the only thing I can remember. ' 

Mr. Cuvporr. How many turkeys do you give out for Christmas? 

Mr. Barser. I think I gave one or two, that particular Christmas. 
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Mr. Cuvuporr. Just to Mr. ‘Dodge? Nobody else in the Veterans’ 
Administration ¢ 

Mr. Barser. I think that was all. 

Mr. Cuvuporr. Whom did you give the other one to, do you remem- 
ber ¢ 

Mr. Barner. My wife’s father, I think. 

Mr. Treacur. Mr. Barber, to get this thing down to what I want to 
know, it is: Did you ever pay back any money that you received for 
appraisals to any Veterans’ Administration employee as a kick-back ¢ 

Mr. Barer. No, sir. 

Mr. Teacur. Do you know of anybody else that did ¢ 

Mr. Barper. No, sir; I don't. 

Mr. Treacur. Was it ever talked about or mentioned ¢ 

Mr. Barer. | heard it for the first time 2 or 3 days ago. ' 

Mr. Tracur. Whom did you hear it from / 

Mr. Barser. I don’t remember that; just general conversation. 

Mr. Treaeure. You see, Mr. Barber, when we go into this thing we 
find you as appraiser and we find the loan-guaranty officer and Vet 
erans Administration employees and find loan people all involved in 
the same company. It just doesn’t look right. 

Mr. Barser. | know that. I understand that. 

Mr. Treacur. That is the reason we ask you all these questions. » The 
only financial transactions have been with Mr. Dodge, on this other 
Insurance company ¢ 

Mr. Barser. That is right. 

Mr. Teacur. Nothing to do with your relationship as an appraiser / 

Mr. Barser. That is right. That is right, with the Veterans’ Ad 
ministration. 

Mr. Scupper. Are you a licensed broker / 

Mr. Barser. Yes: I am, Mr. Scudder. 

Mr. Scupprer. You do appraisal work as a broker / 

Mr. Barser. That is right. Yes; I do appraisal work as a broker, 
Mr. Scudder. 

Mr. Scupper. How about these prefabricated houses; are those your 
appraisals that are in line with their retailing prices, of the prefabri 
cated Mobilhouse, or do you go into the mechanics of how they are 
constructed, or do you just take their word a house is selling for a cet 
tain price and you use that as your basis to work on ¢ 

Mr. Barner. No, Mr. Scudder. I consider the price they get for 
them and also the price that is being paid for comparable homes of the 
same size, and consider features that their house gives in comparison 
with other houses. 

Mr. Scupper. Wouldn't the basis of your appraisal of a Mobilhonse 
be pretty similar to your appraisal of a Cadillac automobile? A Cadil 
lac that is selling for so much, you say it is worth so much and you 
take it for granted it is worth that. 

Mr. Barner. No, Mr. Scudder. 

Mr. Scupper. You appraisers go into the construction cost and 
material ¢ 

Mr. Barser. Mr. Scudder, we went into the construction costs of 
each house in comparison with what the house of a comparable type 
would cost to build at the time we appraised each model separately 
We kept those firures in our office and referred to them whenever we 
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had a Mobilhouse to appraise. If they added more tile or better fur- 
nace, or something, that was taken into consideration. But we set a 
base price by a study of that house. 

Mr. Scupper. Well, a building already constructed, you refer to 
undesirable locations, and I am quite familiar with the appreciative 
value of property where undesirable or not desirable properties abut. 

This property that you increased the value on, was that located near 
many of the undesirable properties or was there a difference in the 
appraisal of the same type of unit, as to their proximity to some of 
these undesirable properties / 

Mr. Barser. Mr. Scudder, one side of this tract was a very fine 
residential district. On the other side and down over the hill was 
a housing unit. I believe at the time we made the reappraisal one 
of the things that was brought up was that there was to be an attrac- 
tive fence built between this project and the housing project. 

Furthermore, it was brought to our attention that the housing units 
were not considered permanent and would probably not be there for- 
ever. As a matter of fact, there was no road leading up into it, so 
that we did raise the value of some of those lots closer to the housing 
unit on a reappraisal, 

Mr. Scupper. You did use your discretion? You didn’t make a 
blanket over-all increase in price ¢ 

Mr. Barer. That is right. 

Mr. Scuppver. In other words, you increased the price on those near 
desirable— 

Mr. Barser. That is right. 

Mr. Scupper (continuing): Properties and did not increase them 
at the other location ¢ 

Mr. Barver. We increased them down there, too, because of the 
work that was being done in separating it, and the fact that we felt 
that we wouldn't be there too long, at that time. 

Mr. Scupper. Yet, did the increase have any bearing on material 
costs and labor costs that might have been involved, or was that a 
consideration ¢ 

Mr. Barser. One of the considerations was the fact the city had 
insisted upon a heavier type of pavement and different type of curb- 
ing than they had been allowing prior to that, which was going to 
be more costly, but would be better pavement and would be better 
curbing. 

Mr. Scupper. Of course, I don’t believe that an over-all increase 
in the appraisal would be justified generally, unless there was some 
condition that had arisen to make a difference in the value. 

Were these houses completed when you made the first appraisal or 
were they under construction ¢ 

Mr. Barser. No, sir; they were purely lands. 

Mr. Scupper. Purely the land, without the building ? 

Mr. Bareer. Purely the land, without the building, and the plans 
of the building. Those appraisals were made entirely from plans and 
specifications. 

Mr. Scupper. How long after the first apraisal was it before you 
made the second appraisal ? ; 

Mr. Barner. It seems to me it was 2 or 3 months; I am not sure. 

Mr. Teacur. Mr. Barber, why do you appraise property? Why is 
there an appraisal made? , , 
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Mr. Barser. Lots and lots of reasons sometimes. 

Mr. Treacue. Let me ask this, then: Is it so that the Veterans’ 
Administration will know that the veteran is getting a fair price on 
that house? 

Mr. Barner. That is part of it; yes. 

Mr. Teacue. If that is true. and this evidence we have that Mr. 
Ander ‘son was fixing to pay Mr. Jackson and Mr. Clarke $111, OOO 
on 139 houses, and that was probably appraised by you—two-thirds; 
wasn’t it ? 

Mr. Orr. One-third. 

Mr. Teacue. That was one-third. There would have been $333,000 
made on that property. Do you consider that a fair appraisal, so far 
as the veterans were concerned ¢ 

Mr. Barser. We didn’t know anything about that. 

Mr. ‘TEAGUE. Weren't you supposed to know about it? 

Mr. Barser. No; we weren’t supposed to know about the contrac- 
tor’s business. 

Mr. Teacue. Wouldn’t you know enough in your appraisal, and 
the veteran would come there and you would tell him you made an 
appri aisal of $10,000, that he should be able to reasonably feel that 
is a reasonable value for that house ? 

Mr. Barpser. Yes. 

Mr. Teacur. Do you think if that were true they could have $333,000 
profit on 139 houses ¢ 

Mr. Barser. I never assumed—— 

Mr. Parren. That was my question I was going to ask. 

You said whenever the appraisal and the loaning agency and the 
Veterans’ Administration got together, you knew there was something 
wrong about it. Didn’t you ask that question? Yes; I think you did. 

Mr. Barrer. No: now, wait a minute. He said “It looks wrong.” I 
said, “Yes: it does look w rong.” 

Mr. Parren. Don’t you think it is wrong? My question was going 
to be, when did you do anything about it ? 

Mr. Barrer. Not until the investigation began along in-—— 

Mr. Tracue. It wasn’t his place to do anything about it, he said. 

Mr. Scupper. No. 

Mr. Parren. Doesn’t he do the appr ising ? 

Mr. Treacuer. It looks to me, Mr. Barber, if you appr ised the prop- 
erty and they developed 139 houses and there is $333,000 that the 
veterans pay for those houses, that there is something wrong some 
place. 

Mr. Barner. I didn’t know there was anything wrong. 

Mr. Teacue. Do you agree it looks that way ¢ 

Mr. Barser. Yes; I think it does look that way. 

Mr. Teacur. Let’s go to another question. Can you tell us what 
dates you made appraisals of the Dennstedt Point No. 1 and No. 2, 
developed by the Dennstedt Co.? 

Mr. Barner. I can’t remember. Sometime last spring. I believe I 
made a statement regarding that to Mr. Orr. I would like to have a 
copy of it to see that I don’ contradict myself. 

Mr. Tracur. All right, sir. We will get you a eopy of it. 

Mr. Cuuporr. Mr. Chairman. 

Mr. Patren. If it was a statement of facts, the facts remain the 
same. 
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Mr. Tracur. Let’s find it, and you will see what we are getting at. 

Mr. Cuvporr. I don’t think he should be allowed to refresh his 
memory from his statement. 

Mr. Tracur. You can’t expect a man that has made all kinds of 
appraisals to come up before the committee and remember all those 
dates. 

Mr. Cuvuporr. That I have no objection to. But, as to the facts in 
the statement, I don’t think he ought to be allowed to refresh his 
memory from the statement. If he told the investigator the facts last 
spring, he should remember the same facts almost word for word. If 
we are going to let the witnesses have all the statements they made 
to an investigator, we wil] never be able to get 

Mr. Tracur. What I brought up awhile ago on regulation X—it is 
in the record—that this was appraised about January 22, 1951, Denn- 
stedt Point No. 1. Point No. 2 was about May of 1951. Later these 
appraisals were dated October 5, 1950, for the purpose of circumvent- 
ing the credit restrictions. That is the reason we asked you why they 
were undated. Was that an accident on your part? You are the only 
one that knows; I don’t. 

Mr. Barser. They weren’t done intentionally. 

Mr. Tracur. We know they were in January and May, and yet we 
find out later they were dated back in October 1950, to get around the 
credit restrictions. 

Mr. Cuvuporr. How many were there all together? 

Mr. Treacur. You mean how many—— 

Mr. Cuvporr. How many were dated prior to regulation X, and 
were they all dated on the same day? 

Mr. Orr. In connection with two tracts, Mr. Chudoff. 

Mr. Cuvuporr. How many were there? 

Mr. Orr. How many units? 

Mr. Cuuporr. Yes. 

Mr. Orr. Approximately 150, I would say. 

Mr. Cuvuporr. Dated the same day, just prior to the regulation X 
going in effect? 

Mr. Orr. Dated October 5, 1950. I would like to make a state- 
ment. Mr. Barber has requested a copy of his statement. Mr. Bar- 
ber refused to accept the oath in making his statement, and he also, 
on advise of counsel, refused to sign that statement. 

So, therefore, he is not entitled to such a statement. 

Mr. Lazar. Mr. Chairman. 

Mr. Teacvur. Give your name. 

Mr. Lazar. I am George A. Lazar, Jr., attorney for Mr. Barber. I 
ask the privilege of making a statement in answer to Mr. Orr. 

Mr. Cruuporr. Give your office address. 

Mr. Lazar. 825 Bank of America Building, San Diego. 

Mr. Teacue. I think we are not concerned with that. I don’t care 
whether he signed a statement or didn’t. All we are interested in is 
the information we are going to bring out. That is unimportant, 
whether the statement is signed or not, so far as I am concerned. 

Mr. Lazar. As long as you disregard Mr. Orr’s statement, 1 won't 
at all insist upon the statement. 

Mr. Teacur. All right. All right, Mr. Barber, were you a member 
of the panel designated to appraise a Mobilhomes development known 
as Gross Mont Village? 
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Mr. Barser. Yes. 

Mr. Treacue. Who served on that panel with you? 

Mr. Barper. Mr. McEwen and I were on the first panel. Later he 
disqualified himself. 

Mr. Teacue. Why did he disqualify himself? 

Mr. Barzer. Well, I really don’t know. 

Mr. Teacur. Weren’t you president of the panel ¢ 

Mr. Barper. Yes. 

Mr. Tracur. Don't you know why he disqualified himself ? 

Mr. Barser. I know what he wrote in; I saw the letter he wrote. 

Mr. Treacur. What did he write in? 

Mr. Barser. He wrote in he was too busy to go ahead with it. So, 
Heuler was appointed in his place. 

Mr. Teacue. Can you tell us about when Mr. McEwen resigned 
from the panel ¢ 

Mr. Barser. No: I don’t remember the date. I don’t believe I have 
your name, sir; I am sorry. 

” Mr. Meapows. Chairman Teague. 

Mr. Tracue. Mr. Barber, isn’t it true that these appraisals had al- 
ready been made before he resigned ¢ 

Mr. Barser. Well, he and I made an appraisal before he resigned. 

Mr. Teacue. But yet he is sending in a letter disqualifying himself, 
saying he was too busy, even though he had already made the 
appraisals, 

Mr. Barper. Yes. 

Mr. Teague. Why? What is the explanation of that? 

Mr. Barser. Really, I don’t know what Mr. McEwen’s reason was. 
He said he didn’t want to serve on the panel, and he asked that a sub- 
stitute be appointed. 

Mr. Teacue. Mr. Barber, isn’t it a fact, though, that you didn’t 
date your appraisals always according to the date you made the 
appraisal ? 

Ate . Barser. I prefer not to answer that question. 

Mr. Scupper. Why ’ 

Mr. Barser. Under my constitutional privilege, it might tend to 
incriminate me. 

Mr. Treacur. For your information, Mr. Barber, we have consider- 
able evidence you people did do that. You were involved in that 
changing of the dates, to get around the regulation X. as much as the 
Veterans’ Administration office was; whether you answer or not 
doesn’t make any difference. ; 

Mr. Patren. With 150 units, you might have made an error in not 
putting the date on one or two; but, on 150 units, you say that is a 
mistake and oversight on your part—— ; 

Mr. Barser. Well— 

Mr. Parren. But, on 150 units, that is a different matter. Do you 
still stick with your story? Or on your constitutional grounds do you 
think that is one you better not answer / 

Mr. Cuvuporr. Were these appraisals submitted to the Veterans’ 
Administration and then would you get them back later and date them, 
or did you keep them in your office until that date in Oc a 

Mr. Tracur. There were some that went in blank and were dated 
later. Others were dated, according to the evidence we have. different 
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than the date they were appraised. They were dated far enough back 
to take care of regulation X. 

Mr. Parren. 150 units are involved ; aren’t they ?—150 single papers 
are an oversight ? 

Mr. Orr. Mr. Patten, in submission of these appraisal reports, they 
don’t always submit on each individual unit. They submit appraisals 
on the various types of houses and the elevation and so on. 

If there is only one type of house to be built on a tract, they submit 
one form. In this instance, I think it was about three different types of 
houses—two or three, I recall. On each occasion they were dated back 
to October 5, in connection with points 1 and 2. 

Mr. Parren. In all three cases then that you cite, which involved 
approximately 150 units, the fact the date wasn’t on there is an over- 
sight? The answer would be “Yes” or “No” or “I refuse to answer 
on constitutional grounds.” 

Mr. Barer. I refuse on constitutional grounds. 

Mr. Cuuporr. What was the date regulation X went into effect? Do 
you know ¢ 

Mr. Barper. No. 

Mr. Teacur. It became effective on October 12, 1950. 

Mr. Cuuporr. These were all dated one week before. 

Mr. Orr. Yes. 

Mr. Tracur. Do you have any other questions, Mr. Orr? 

Mr. Orr. I would like to return to the assistants Mr. Barber em- 
ployed in the conducting of the appraisals. I believe you stated that 
it was usual to employ assistants out here; everybody was employ- 
ing assistants out here, and it was perfectly all right. 

Did you get anyone to approve the assistants you had in connection 
with the compliance inspection and appraisals made by you ? 

Mr. Barer. I am not sure it was necessary to get anybody’s ap- 
proval of my assistants. 

Mr. Meapows. Did you or did you not question whether it was 
necessary or not ¢ 

Mr. Barser. Formal approval? 

Mr. Meapows. Any kind, formal or informal. 

Mr. Barner. Informal, yes. The officers in the Veterans’ Adminis- 
tration, they all knew who my assistants were. 

Mr. Meapows. Specifically, who in the Veterans’ Administration? 

Mr. Barser. Mr. Dodge and Mr. McEwen and Mr. Paige. 

Mr. Orr. Well, you were required to get approval before you could 
make any inspections or appraisals; were you é 

Mr. Barer. That is true. 

Mr. Orr. Now, did any member of your family submit a request 
for approval to the Veterans’ Administration ¢ 

Mr. Barser. Yes. 

Mr. Orr. Was that individual proof? 

Mr. Barser. To my knowledge, no. 

Mr. Orr. Have you related just why you severed your relationship 
with the Veterans’ Administration in the position of compliance in- 
spector and appraiser ¢ 

Mr. Barser. I got a letter on the 5th of July from Mr. Sander, say- 
ing my authority to make progress inspections and appraisals for them 
was hereby rescinded. 
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Mr. Morron. I am interested in this California Realty & Loan Co. 
Now. as I understand it, you and certain other associates formed this 
company, and it was inadequately financed to qualify for the papers? 

Mr. Barser. Yes. 

Mr. Morron. Then you interested a third party that came along and 
bought out your equity and put $60,000 in new money in it. So, it was 
qualified, but you cont inued to be associated with it In, at least, a man 
agerial capacity, if not the capacity of ow nership; or did you still own 
part of it! . 

Mr. Barser. We owned no part of it whatever, except the fact Mr. 
Liebhardt did orant Mr. McEwen and me a contract to do the servic- 
ing. He anticipated going into the loan business—been calling a cor 
respondent for a life-insurance company, and was actually in negotia- 
tions with them at the time he died. 

Mr. Morton. This service part of his business he turned over to you 
and Mr. McEwen ¢ 

Mr. Barser. Yes. 

Mr. Morton. Did you or did you not know at the time you formed 
this company and at the time you prevailed upon him to put the money 
into the company that the California Realty & Loan Co. would receive 
approximately $11,000 worth of loans from San Diego Federal for 
servicing? You had that assurance—did you not?—when you went 
ahead with the company ¢ 

Mr. Barper. We had an assurance we would get a sizable amount. 
There was no definite amount set. They assured Mr. Liebhardt it 
would be a sizable amount. So what he wanted to know was whether 
the servicing department was voing to pay its overhead. 

Mr. Morron. As one who is versed with the real estate and real 
estate financing in this community—as I know you are—was there no 
regularly established company in San Diego that was ready, willing, 
and able to take over the servicing of these loans with San Diego 
Federal Savings, as it was testified this morning they were unable to 
handle, and wanted to get rid of ? 

Mr. Barser. I don’t know. There might have been. 

Mr. Morron. That is all, Mr. Chairman. 

Mr. Tracur. Mr. Scudder ? 

Mr. Scupper. I think that is all. 

Mr. Teacus. Mr. Chudoff. 

Mr. Cuvuporr. No questions. 

Mr. Treacur. Mr. Barber, I want to establish one other thing before 
you leave. This isan analysis that was made by our investigators, and 
I want to read it for the record; and, if it isn’t approximately true, if 
you will correct it, I will be glad for you to. [Reading :] 

An analysis of the incomplete computations reflect that, of the total fees paid 
to compliance inspectors and fee appraisers during the period, over one-half 
of this sum—i. e., $130,374.54—was paid to Dana McEwen and John Milton 
Barber As previously shown in this report, McEwen and Barber are partners 
of Charles A. Dodge, former loan-guaranty officer, and Francis G. Paige, former 
assistant loan-guaranty officer, in the California Realty & Loan Co. It is also 
shown that Paige and McEwen have been jointly interested in various other 
building enterprises; i. e., $247,295, 92 percent, or $229,847.50, was paid to 
McEwen, Barber, Robertson, Ray C. Hueler, and Harwood C. Phillips, with 
the remaining $19,447.50 being divided among 10 other compliance inspectors 
and fee appraisers. 
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Mr. Barber, why do you think that 92 percent of all this work would 
come to you people ¢ 

Mr. Barser. Because we had our offices completely staffed to take 
care of the business. 

Mr. Teacur. You would tell this committee under oath there was 
no other reason / 

Mr. Barner. I know of no other reason. 

Mr. Teacue. All right. Does anyone else have any questions? 

Mr. Lazar. May we have just one? 

Mr. Tracur. Yes, sir. 

Mr. Barser. My attorney has asked me to clear up certain things. 
Maybe you are clear on it and maybe you are not. I would like to 
make a statement. 

Mr. Tracur. All right, sir. 

Mr. Bareer. In regard to the California Realty & Loan, we act 
purely as a servicing agent. We own no veterans’ loans. We have 
nothing to do with foreclosures. The Federal Government does the 
foreclosing. We merely collect the money and send the money to 
deposit in the custodial account, and send it to the Federal National 
Mortgage Association and retain our servicing fee. 

Mr. Tracur. All right, Mr. Barber. With that statement, tell us 
how much money you made in the year 1950, doing business with the 
Government for veterans and Government loans. 

Mr. Barser. I would have to have my 

Mr. Treacue. I wouldn't want it accurate; just generally. Surely 
you know generally how much you made. 

Mr. Barner. About $4,000 a month, I would say. 

Mr. Teacur. About $4,000 a month ¢ 

Mr. Barser. Yes. That was gross take. I had quite a heavy ex- 
pense, you understand. 

Mr. Teacur. I see. 

Mr. Barser. Yes. 

Mr. Cuvuporr. What was your net income then? 

Mr. Barser. My net income—— 

Mr. Cuuporr. Your gross is $48,000 a year, in round figures? 

Mr. Barver. My net, I think, is a little less than half of that. 

Mr. Scupper. About $20,000? 

Mr. Barser. No; about $40,000 was the gross. 

Mr. Scupprer. You say about half. That would be about $20,000. 

Mr. Barser. About $20,000. 

Mr. Scupper. Half of 48 is 24. It was when I went to school. 

Mr. Barer. I misunderstood you. Somewhere around $20,000. 

Mr. Teacue. All right, Mr. Barber. Thank you very much. 





STATEMENT OF CHRIS A. COSGROVE, PRESIDENT OF CBM CO., INC., 
SAN DIEGO, CALIF. 


Mr. Teacur. Would you please state your full name, address, and 
occupation for the record ? 

Mr. Coserove. Chris A. Cosgrove, 9000 El Cajon Boulevard; presi- 
dent of CBM Co., Inc., which is a building-materials company, and 
president of the Cosgrove Real Estate Investment Corp. and Cosgrove 
Building Co. 
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Mr. Treacur. Mr. Cosgrove, we have evidence that you furnished 
Mr. Paige something over $3,000 worth of materials for his home out 
tt 1381 West Muirlands Drive, in La Jolla. Would you tell us what 
vou know about that ? 

Mr. CosGROvE. That is correct. 

Mr. Tracur. Why did you furnish him this material, Mr. Cosgrove ? 

Mr. CosGROVE. The CBM Co. furnished that for services he ren- 
dered to us. 

Mr. Teacur. What services did he render to you ¢ 

Mr. COSGROVE. He assisted in financing 

Mr. Tracur. He assisted in financing ?/ 

Mr. Coscrove. Yes. 

Mr. Morron. Assisted in financing whom ? 

Mr. Coscrove. Helped us in finding financing. 

Mr. Teacur. Finding financing? 

Mr. Coscrove. Yes. 

Mr. Treacue. Mr. Paige, the loan-guaranty officer ? 

Mr. Coscrove. Yes. 

Mr. Tracur. How did he assist you in financing, finding financing? 

Mr. Coscrove. Well, in other words, this is over a period of quite 
a few years; about 4 years, to be correct. We did quite a number of 
subdivisions, about 10 or 11 in all; so, we were constantly trying to 
find money to finance these subdivisions. 

He did a lot of work on his own time, and he helped us through dif- 
ferent companies and different organizations, to find financing. 

Mr. Teacur. Do you think, Mr. Cosgrove, a man employed by the 
Veterans’ Administration as loan-guaranty officer was in that kind of 
business ? 

Mr. Coserove. I didn’t give it a thought at the time. 

Mr. Teacur. Tell us something about the weekly payments of $100 
to $200 over a period of something over a year, running into about 
»4 000, 

Mr. CosGrove. Over 41% years. 

Mr. Teacur. Four and a half years. 

Mr. Cosgrove. Yes. 

Mr. Teacue. Well, what period of time was that, Mr. Cosgrove? 
Is this payment for the same thing, the materials furnished? In 
other words, you sent him about $3,000 worth of materials, you say. 
Was that for services rendered? What was this $100 and $200 weekly ? 

Mr. CosGrove. That was paid for the services, over a period of about 
t years. 

Mr. Cuvporr. That would be $20,000 you gave him? You gave him 
$100 a week, 

Mr. Coserove. It wasn’t every week. 

Mr. Cuuporr, I thought it was every week. I am sorry. 

Mr. Coscrove. When certain deals went through he arranged for 
us; yes. 

Mr. Cuvuporr. He helped you find people to finance projects? 
Whom did he help you find ¢ What were the names of the financiers? 

Mr. Cosgrove. May I clarify it by starting and giving a little pre- 
liminary ? 

Mr. Cuuporr. I think you better. 
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Mr. Cosecrove. Starting 1948, Mr. Paige introduced me to a man, 
Charles Dunn, who had some property at Oceanside. 

Mr. Treacur. Who was it ? 

Mr. Coscrove. Mr. Dunn. And through this contact we were able 
to procure this land up there. That was in 1948. Then that was the 
first recollection of ever giving him any money. Not being in the 
real-estate business, I couldn’t give him a fee for a project. The first 
check we gave him was $100. 

Since then he has helped us with about four or five other institutions 
that came into town and started to make loans. 

Mr. Teacur. Which institution was that ? 

Mr. Coscrove. Most of it was the Allen Mortgage Co. We had no 
one in our organization to help us check up on “finane ing and do the 
financing for us. And so Mr. Paige kept us up to date, by all his 
means and connections, for all these new companies that come to town. 

Mr. Teacur. Was the fact ever mentioned or discussed he was a 
loan-guaranty officer employed by Veterans’ Administration, Mr. 
Cosgrove ¢ 

Mr. Coserove. We knew that. 

Mr. Teacue. All right, sir. 

Mr. Morron. The financing, however, you received, had nothing to 
do with veterans ? 

Mr. Coscrove. No; no veterans at all. 

Mr. Morron. It was from companies that were also then in- 
terested—— 

Mr. Coserove. That is right. 

Mr. Morton (continuing). In veterans? 

Mr. Coscrove. You might say he was a contact man. He would 
contact the different outfits for companies that had money to loan. 

Mr. Cuvuporr. Did you ever give these companies some security 
of any kind? 

Mr. Coscrove. Like any other company, we had to put the loans 
on the title companies; they wouldn't make the final loans. 

Mr. Cuuporr. They were mortgages, mortgage companies? 

Mr. Coscrove. They were mortgage companies. 

Mr. Cuvuporr. So that the Veterans’ Administration had nothing 
at all to do with it? 

Mr. Coscrove. No. 

Mr. Cuvporr. Where did he find these people ? 

Mr. Coscrove. Pardon me, please. There were loans on veterans’ 
homes. All these homes were to be built; they were veterans’ homes. 

Mr. Cuvuporr. Mr. Paige, did he work at nights or during the day? 
How did he find these people for you ¢ 

Mr. Coscrove. Well, he was a pretty busy fellow. He was working 
on his own, we understood, and that he had these connections. 

Mr. Cuvuporr. You paid him bonuses? 

Mr. Coscrove. Yes. 

Mr. Cuvuporr. How did you determine how much you would pay 
him ?¢ 

Mr. Coserove. There was no determination at all. We paid him 
$100 a week and then stopped, and then it would be according’to how 
he was giving us assistance. 








VETERANS’ LOAN GUARANTY PROGRAM 69 


Mr. Cuvuporr. How did you happen to send him this $3,000 worth 
of building material? Was that sent at one time or over a period of 
time ¢ 

Mr. Coscrove. This happened through CBM Co. I am not fully 
familiar with it. As I understand, he was building a house. His 
materials were being sent, and when he went to pay the check and 
the services were paid with a cancellation of the bill. 

Mr. Cuuporr. Did you talk to him, or how did it come about ? 

Mr. Coscrove. He bought them from our company. 

Mr. Cuvuporr. You are a building-supply company ? 

Mr. Coscrove. I own the CBM Co., building-material company, 
besides the building company. 

Mr. Cuvuporr. He bought them from your company? 

Mr. Coserove. That is right. 

Mr. Cuvporr. You canceled the debt because you felt he had ren- 
dered enough services to your developing company to permit it ¢ 

Mr. Coscrove. That is correct. 

Mr. Cuvuporr. Did he ask you to cancel the debt or did you just 
do that ? 

Mr. Coserove. No: we did it. 

Mr. Cuuporr. You told him you were giving him a gift? 

Mr. Coscrove. I don’t know that we told him. I think they sent 
the bill back to him marked “Paid.” 

Mr. Cuvporr. How much did you give, including the materials? 

Mr. Coserove. I don’t know. 

Mr. Cuuporr. Approximately ? 

Mr. Cosarove. I think about $6,000 in checks and $3,000 in ma- 
terials. 

Mr. Cuvuporr. That would be about $10,000, in round figures. 

Mr. Coserove. Nine or so. 

Mr. Cuvuporr. How many loans did he get you? 

Mr. Cosgrove. Around $12,000,000 worth of business. 

Mr. Cuuporr. You paid him $10,000 for that? 

Mr. Coserove. Yes. 

Mr. Treacue. Who is Mr. Robert Skinner? 

Mr. Coserove. I don’t know. 

Mr. Teacur. You don’t know who Skinner is? 

Mr. Cosgrove. I have heard of the gentleman. I haven’t met him. 
I understand he is Paige’s stepson. 

Mr. Meapows. Some of your checks were made out to Mr. Robert 
Skinner. 

Mr. Cosarove. Yes. 

Mr. Merapows. For what reason; did Skinner render you any 
services ? 

Mr. Coscrove. Not that I know of. 

Mr. Meavows. Why make out checks to Skinner? ‘ 

Mr. Cosgrove. I have 12 men in my organization. Mr. Brockbank 
handles the loans, and so forth. And Mr. Mueller has sales. We have 
a pretty large concern. So far as I know, I never signed a check to be 
made out to Skinner. I know that Paige made out—I heard later he 
made them out to Skinner. Why he did it I don’t know. 

Mr. Meapows. In fact, there are other instances where you signed 
them, they were signed by yourself and made out to Skinner. _ 
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Mr. Tracur. Some 150 checks—— 

Mr. Mravows. Did you consider Mr. Paige an employee of your 
company ¢ 

Mr. Coserove. No. 

Mr. Meavows. Did you share this as a business expense or salary 
paid, in your income tax? 

Mr. Coscrove. That I don’t know. It always shows in expense, or 
something, on the books. I don’t know how we show it; show 
financing. 

Mr. Meanows. What kind of an entry did you make when you can- 
celed this $13,300 ? 

Mr. Coscrove. Mr. Mueller will have to answer that. He handles 
that department. 

Mr. Mrapows. Do you know if there was withholding for income 
taxes, for income-tax purposes for this? 

Mr. Coserove. I couldn’t answer, not being an auditor. 

Mr. Orr. How did you absorb the expense ¢ 

Mr. Coserove. Doing $12,000,000 worth of business—— 

Mr. Orr. Yes. 

Mr. Coscrove. We built a lot of buildings. There were 12 subdivi- 
sions. You figure over a period of 4 years, and the fee for that is very 
minimized, in accordance with the paid fees for other parts of the 
loans, 

Mr. Cuuporr. You are a big building-supply man. You mean to 
tell me you couldn’t go out and get people to finance your deals? 

Mr. Coscrove. There were times you could not, absolutely. 

Mr. Cuvuporr. Mr. Paige was the only one who knew that, was the 
only one that had money ? 

Mr. Coserove. I wouldn’t say he was the only one. He was the one 
we happened to contact, and he gave us the assistance. 

Mr. Morton. I take it you do business with the banks. Why couldn’t 
you have gone to the banks to make these construction loans? They 
were short-term loans. 

Mr. Coscrove. That is right. 

Mr. Morron. They would be for the short term while you were 
building. 

Mr. Coserove. Yes. 

Mr. Morron. Do you mean to say that at that time the normal 
financing sources of San Diego were so busy in the expansion of this 
great community they couldn't take care of your needs, but that Mr. 
Paige had to come along and act as your broker? 

Mr. Coscrove. That is about the size of it. 

Mr. Morton. You come to Louisville, Ky. We have banks down 
there that will lend you money. 

Mr. Coserove. Not in this town. 

Mr. Crsuporr. Did you ever make any loans? 

Mr. Coscrove. May I answer the question, to clarify that? 

Mr. Cuuporr. Yes. 

Mr. Coserove. San Diego started from a mushroom. About 20 
years ago they built two or three houses a month 





Mr. Morron. I was here during the war and I almost got mush- 
roomed to death, too. 

Mr. Coscrove. I am talking about 20 years ago. This program 
come on and we were going by leaps and bounds, buying land and 
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developing it. Money was getting scarce. There were other builders 
coming in. Lending institutions got pretty short. We had to get 
financing. I would say I borrowed around $3 million from Federal. 
and the next year they were short and couldn’t let me have it. I had 
to go other places. 

Mr. uvporr. The GI bill of rights took care of everything, and 
there was plenty of building around ¢ 

Mr. Coserove. Yes, but to get money for that—I did go to L. A. 
Mortgage and get a loan. 

Mr. Cuuporr. Did you make any other loans from any other sources 
than those recommended by Mr. Paige? 

Mr. Coserove. Yes. We own quite a few— 

Mr. Cuuporr. You got $12,000,000 through Mr. Paige ? 

Mr. Cosgrove. He practically helped us in most all of it. He was 
our adviser all the way through on the thing. 

Mr. Cuvuporr. You never made a loan until he was the contact man, 
to justify the payment of a commission to him ¢ 

Mr. Cosgrove. I wouldn’t say that. 

Mr. Cuvporr. Well, now, what would you say? 

Mr. Coserove. All right. I would say $12,000,000 worth of busi- 
ness, that is practically what we did. All of that he assisted in a 
large way in it. 

Mr. Cuvuporr. How much of it? 

Mr. Cosgrove. That is hard to tell, because of the tracts—first. we 
get with one company and we go on as far as they would loan. ‘Take 
California Mortgage Co., it is one of three companies out of New 
York. We started with them and their company back there had a 
policy of no more loans then. 

Mr. Cuvuporr. You were sure any loan you made, that Mr. Paige was 
the broker on it and nobody else ¢ 

Mr. COSGROVE. | wouldnt say the broker. He helped us. 

Mr. Cuvuporr. Did you pay any other brokers any fees for getting 
loans from other sources ¢ 

Mr. Coscrove. No. 

Mr. Cuvuporr. How did you get the other sources? Who had that 
contact ¢ 

Mr. Coserove. As I said, the contacts we made—I have been in 
town quite a long time. We would try them—— 

Mr. Cuuporr. You borrowed money from the California company ¢ 

Mr. Coscrove. Yes. 

Mr. Cuvuporr. Who else? 

Mr. Coscrove. That is not the same California company. 

Mr. Treacur. It is a different company from the California Realty & 
Loan Co. ? ? 

Mr. Coscrove. Yes. 

Mr. Cuvuporr. How many did you borrow money from ? 

Mr. Cosgrove. Borrowed money from the San Diego Federal. 

Mr. Cuvuporr. Of course, Mr. Paige was your adviser on that? 

Mr. Coserove. What ? 

Mr. Cuvuporr. Of course, Mr. Paige was your adviser on that? 
You didn't know anybody in the San Diego Federal before vou met 
Mr. Paige? . 

Mr. Coserove. Yes. 
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Mr. Cuvuporr. You had to go to Mr. Paige to get him to take you to 
San Diego Federal to get a loan? 

Mr. Coserove. A lot of things besides—— 

Mr. Cuvuporr. Let’s get the answer to one question at atime. Who 
was the fellow that arranged for the loans with the San Diego 
Federal ? ' 

Mr. Coscrove. Well, I have known them for 20 years. I guess I 
couldn’t say Mr. Paige instigated that. 

Mr. Cuvuporr. You have only been here 20 years, so you couldn’t go 
in to the San Diego Federal by yourself. How long has Mr. Paige 
been here? 

Mr. Cosgrove. That I don’t know. I met him in 1948. 

Mr. Cuuporr. He took care of that. Whom else did you borrow 
from ? 

Mr. Coserove. From Allen Mortgage Co. 

Mr. Cuuporr. Allen Mortgage Co. ? 

Mr. Coserove. Yes. 

Mr. Cuuporr. Mr. Paige took care of that loan? 

Mr. Coscrove. Yes. 

Mr. Cuuporr. Tell me one company you borrowed from that Mr. 
Paige didn’t take care of. 

Mr. Coserove. I can’t answer that question ‘very intelligently. 
Brockbank is in charge of and takes care of the real estate loans. 

Mr. Cuuporr. Is he here? 

Mr. Coserove. No. He has handled that financing all through the 
years. 

Mr. Cuuporr. I wonder if overnight you couldn’t get your records 
together and bring in a statement as to whom you borrowed from and 
who you gave the commissions to, so we could have that much for the 
record. Do that tomorrow or tomorrow afternoon. 

Mr. Coscrove. I can’t promise that. Mr. Brockbank is out of town. 

Mr, Cuuporr. I all go on all afternoon. I would like to save 
time. When will Mr. Brockbank be back? 

Mr. Coserove. He should be back tomorrow or the next day. 

Mr. Cuvuporr. Will you get them to us by Thursday ? 

Mr. Coserove. Yes. 

Mr. Teacur. Mr. Cosgrove, have you paid any other employees of 
Veterans’ Administration any money, or given any gifts or considera- 
tions to them for any services? 

Mr. Coserove. No. 

Mr. Tracur. Nobody except Mr. Paige? 

Mr. Coserove. No. 

Mr. Cuuporr. Or Mr. Dodge. 

Mr. Coserove. You said gifts, now. I believe Mr. Dodge received 
from our company a Mixmaster one Christmas. 

Mr. Treacur. Mr. Dodge was then loan guaranty officer ? 

Mr. Coserove. Yes. 

Mr. Teacur. All right. 

Mr. Cosgrove, we have a complaint or two from veterans about your 
company, and one of them was from Maurice and Myrtle Skipper 
Leyser. 

Mr. Coserove. I don’t know anything about that. Mr. Mueller will 
know about that. 

Mr. Teacur. You know nothing about the foreclosure of it at all? 
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Mr. Coserove. I know there was a foreclosure. . 

Mr. Teacur. Do you know anything about the case of Mr. and Mrs. 
Savin ¢ 

Mr. Coserove. I know of the case. I don’t know anything about it. 

Mr. Teacue. Didn’t you talk with these people, Mr. Cosgrove ! 

Mr. Cosecrove. No. 

Mr. Teacue. You did not? 

Mr. Coscrove. No, sir. 

Mr. Teacur. They testified you did. 

Mr. Coscrove. I may have talked to one of my nephews, Savin. I 
told him to see Mr. Mueller, that he handled that. 

Mr. Cuuporr. Who? 

Mr. Coscrove. H. R. Mueller. He is the vice president of the CBM 
Co. 

Mr. Cuuporr. Is he here? 

Mr. Cosgrove. No. He will be back tomorrow. 

Mr. TEAGUE. Has there been any complaint to you about homes you 
have constructed being below minimum standard construction ? 

Mr. Cosgrove. Not to my knowledge; no. 

Mr. Orr. Haven’t you had a lot of different problems just recently 
with the Veterans’ Administration because your property didn’t come 
up to the minimum construction require ments, Mr. Cosgrove ¢ 

Mr. Coscrove. I would say “No” to that question. What do you 
mean by “a lot of problems =p 

Mr. Orr. Beg pardon ? 

Mr. Coscrove. What do you mean by “a lot of problems”? We have 
our prob lems like eve rybody else. I think if you check with the Vet- 
erans’ Administration that we have the minimum problems of any 
builders in town. 

Mr. Orr. I mean they have called you to task because your build- 
ings were not up to the minimum construction requirements. 

Mr. Coserove. That is not true. 

Mr. Orr. Have you had any complaints ¢ 

Mr. Coscrove. You have complaints of individual owners; when 
you build thousands of homes you are going to have complaints. They 
have been rectified, and this most recent case, they have been very 
agreeable ; ; 

Mr. Orr. Have you ever deviated from the plans and specifications ? 

Mr. Coscrove. That is a pretty hard question to answer. You say 
“plans and specifications.” You cover quite a number of articles. We 
never deviated in any sense that was detrimental to the building. 

Mr. Orr. Did you substitute any slab wall to wall or any kind of 
flooring for hardwood floori ing, or anything of that sort ? 

Mr. Coscrove. We would have to go into another de partment. I 
believe some was done a long time ago. I think it was done with the 
Veterans’ Administration knowing it. 

Mr. Orr. Who gave you that authority at the Veterans’ Administra- 
tion ¢ 

Mr. Coserove. I cannot answer that question, because I don’t handle 
that department. 

Mr. Teague. Who could answer that question ? 

Mr. Coserove. I believe Mr. Brockbank could answer that question. 
He has spe nt more time with that. 
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Mr. Cruporr. Mr. Cosgrove, I haven’t been able to understand a 
word hardly. First of all, relax and open your mouth when you talk, 
instead of keeping your mouth closed. Will you speak up? I don’t 
know how the reporter gets it. 

Mr. Coscrove. She reads my lips. 

Mr. Cuvuporr. Will you try to speak up so we can all hear you? 

Mr. Treacur. I think we are through. 


STATEMENT OF ALEXANDER J. SAVIN, INSPECTOR AT CONVAIR, 
SAN DIEGO, CALIF. 


Mr. Treacur. Mr. Savin, please give your name, occupation, and 
address. 

Mr. Savin. Alexander J. Savin, inspector for Convair, 4845 Six- 
tieth Street, San Diego, Calif. 

Mr. Teacur. Mr. Savin, | believe you purchased a home from the 
Cosgrove Co. ¢ 

Mr. Savin. Yes. 

Mr. Tracur. Would you tell us the story of purchasing a home? 

Mr. Savin. I purchased the home in 1950 from a salesman by the 
name of Chuck Olive, that works for Mr. Cosgrove’s corporation or 
real estate agency, under the GLI bill of rights. 

Mr. Tre,cur. How much did you pay down? 

Mr. Savin. I gave them a check for 3250. 

Mr. Treacur. When did you make that down payment, Mr. Savin, 
and when did you make the next payment ¢ 

Mr. Savin. The day I moved into the house I gave the salesman 
the check for $250 and I was given some papers at the time to sign, 
which were at that time not filled out. 

Mr. Cuuporr. I don't like to interrupt you. I don’t believe you told 
us how you paid for the house. What was the price of the house ¢ 

Mr. Saviyx. I thought I was paying $10,000 for it. 1 found out later 
it was $11,250. 

Mr. Cuuporr. When you bought the house did you sign an agree- 
ment of sale ¢ 

Mr. Savin. When I bought the home did I sign an agreement of 
sale ¢ 

Mr. Cuvuporr. In other words, they showed you a sample house ¢ 

Mr. Savin. Yes. 

Mr. Cuvuporr. Then you bought your house from a sample house / 

Mr. Savin. From that. 

Mr. Cuvuporr. You signed certain papers in which you agreed to 
buy the house when it was finished ¢ 

Mr. Savin. Yes. There was no price in the papers at all. I gave 
my GI certificate and credit information. 

Mr. Cuuporr. But they told you it would be $10,000 ? 

Mr. Savin. Yes. 

Mr. Cuvuporr. Was there some sort of an escalator clause that said 
if the cost of materials should increase before the house was finished 
you would have to pay an additional sum ¢ F 

Mr. Savin. I didn’t see that. 

Mr. Cuuporr. Did you have a lawyer representing you when you 
bought the house ? 

Mr. Savin. No. 
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Mr. Cuvuporr. You put your faith in the salesman and you signed 
what he told you to sign ¢ 

Mr. Savin. Yes. 

Mr. Cuvuporr. There was to be no down payment for this house at 
all? You were to pay just the settlement charges and so forth, is that 
right, and your mortgage was to be a hundred-percent mortgage ¢ 

Mr. Savin. That is right. 

Mr. Cuvuporr. Do you remember how much you were to pay a month ¢ 

Mr. Savin. At that time it was stipulated fifty-some dollars. 

Mr. CHUDOFF. Gro ahead. 

Mr. Savry. Plus my taxes and insurance. 

Mr. Cuuporr. I wanted to get the picture in front of me. 

Mr. Teacur. You stopped, Mr. Savin, where you started to sign 
some papers al d they hadn’t been filled out. What happened after 
that / 

Mr. Savin. Well, a year later, after I lived in the house—after a 
vear I was informed my home was going to be foreclosed on me because 
there was a note for $1,100. In between that year’s time. | was, at the 
time I paid them $250, told that | owed them eleven hundred some- 
odd dollars. 

I said, “I haven't got that kind of money. but I do havea judgment 
‘anted me by the court in San Francisco for $3,500.” 

I was business with a partner that ran out on me. I received 
judgment for $3,500, which at that time I asked Mueller if he would 
accept for that $1,100, and he said he would. He wrote a letter for 
me and | Sig dit and addressed it. It was addressed to my attorney 
in San Frat co, for him tom—when the money was received that he 
would mail the S1.100 te ( oseTove. 

Mr. Th AGUE, Who was that at ( osgrove s¢ 

Mr. Savin. Howard Mi eller, of the ¢ osgrove organization. 

A year later, approximately a year later, they were foreclosing on 
my home, | went over to (¢ osgTrove and spoke to him. 

Mr. Cuvporr. When they told you you owed an additional $1,150 
did you ask them what it was for? 

Mr. Savin. Yes, I did. 

Mr. Cuvcporr. What did thev tell yous 

Mr. SAVIN. Ph it the p perty where | had pur hased Lhe home on 


Sixtieth had a ditferent valuation than the ime on Seneca Drive, 
up there on the top of the hill. That that was full GI loan up there 
and where I bought at and ved it cost us $11.250: it cost us more. 


Mr. Cuvuporr. They told you that was the reason for the increase 
In price . , 

Mr. Savin. Yes. 

Mr. Cuuporr. And this note you signed, how long—— 

Mr. Savin. It was not a note, sir, 

Mr. Cuvporr. How long did you have to pay? 

Mr. Savin. It wasn’t a note. It was a letter directi1 @ my attor- 
ney — ’ 

Mr. Cuvuporr. I understand that the obligation to pay the $1,150 
additionally must have come from somewhere. You said you moved 
into the house. I am trying to get the facts. I am not trvil g to 
confuse you. ' 

When you moved in the house you signed some papers in blank. 

Mr. Savin. Yes. 
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Mr. Cuuporr. And then, after 

Mr. Savin. A week later I had to go back again to fill out some more 
papers. 

Mr. Cuuporr. A year after you were in there they told you you 
owed them $1,150. It had to be paid right away or otherwise they 
were going to foreclose the property ? 

Mr. Savin. Yes. I had the furniture in the house. They told me 
I had to raise the money right away. 

Mr. C — Did they show you you had signed an obligation? 

Mr. Savin. I didn’t see that paper until the day they were going to 
foreclose my home. 

Mr. Cuvuporr. Then they showed it to you? 

Mr. Savin. Then I found out through the Union Title Co. I had 
signed a trust deed or second trust deed. 

Mr. Cuuporr. Second mortgage. 

Mr. Savin. Yes. 

Mr. Cuvuporr. No payments had been made on that? 

Mr. Savin. I imagine $250 was applied. 

Mr. Cuvuporr. Did you make regular monthly payments on your 
regular GI mortgage? 

Mr. Savin. No. Just regular payments to my house. 

Mr. C nupborr. That fifty something a month ? 

Mr. Savin. Yes. 

Mr. Cuuporr. You paid that regularly? 

Mr. Savin. Yes. 

Mr. Cuvuporr. You didn’t miss that ? 

Mr. Savin. No. 

Mr. Cuvuporr. You were surprised when they made the demand’ 
for the other $1,150? 

Mr. Savin. Yes. 

Mr. Cuuporr. You signed a judgment in the amount—or the judg- 
ment for the San Francisco case for the payment of $1,150, by writing 
your attorney up there, that if he collected on the judgment they 
were to pay the $1,150? 

Mr. Savin. Yes. 

Mr. Cuuporr. What happened after that? 

Mr. Savin. Mueller came by the house one day and honked his 
horn, and I went out to talk to him. He said, “You will have to 
get that money real soon or we will take the house from you.’ 

I said, “Give me 10 days. What do you advise me to do?” 

He said, “Get an attor ney.” 

So I get an attorney. Now none of them talk to me. 

Mr. Cuvporr. You say “none of them talk” to you, because you 
have a lawyer? ’ 

Mr. Savin. Yes. 

Mr. Cuvuporr. Is your lawyer representing you in court ? 

Mr. Savin. He stopped them from foreclosing the house. 

Mr. Cuuporr. Did your lawyer go to the Veterans’ Administration ? 

Mr. Savin. Yes. 

Mr. Cuvuporr. The foreclosure was stopped ? 

Mr. Savin. Yes. 

Mr. Cuuporr. Are you still making your $50 a month payment? 

Mr. Savin. Yes. 

Mr. Cuuporr. Nobody is bothering you? 
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Mr. Savin. No, not yet. We have a civil case protecting myself 
from being forced out. 

The Cuamrman. Mr. Savin, didn’t you go down to the Veterans’ 
Administration and talk to them ¢ 

Mr. Savin. I was advised to, yes. 

The Cuatrrman. To sign whatever you were given to sign f 

Mr. Savin. Yes. 

The Cuarrman. Or when you filled out your application that was 
submitted to the Veterans’ Administration, was that filled in when 
you signed it! 

Mr. Savin. No; it was not. 

Mr. Cuvuporr. You signed it in blank? 

Mr. Savin. Yes. 

Mr. Cuuporr. Did you know that they indicated that as your 
down payment on that form which was submitted to the Veterans’ 
Administration ¢ 

Mr. Savin. No; it was in blank. 

Mr. Cuvuporr. You signed a promissory note, and you only paid 
$250 cash ¢ 

Mr. Savin. Well, I didn’t know I signed a promissory note. All I 
did was authorize my attorney in San Francisco to pay them, in a 
letter form, which Mueller made up, notifying the attorney, Mr. John 
Hughes, the attorney up there, to forward that money. 

Mr. Cuuporr. Were you required to do this before they would give 
you access to your home ¢ 

Mr. Savin. That was after I was in. 

Mr. Cuvuporr. In other words, you didn’t know you had signed a 
promissory note ¢ 

Mr. Savin. After I found out it was a trust-deed note—trust-deed 
mortgage—you showed me the papers—that is the first time I knew I 
signed it. 

Mr. Cuuporr. We showed you also this application you submitted 
to the Veterans’ Administration showing you paid them a cash pay 
ment of $1,250. Did you pay them that amount of money? 

Mr. Savin. No: | did not, sir. 

Mr. Teacvue. Mr. Savin, are you related to Mr. Cosgrove in any 
way 

Mr. Savin. Yes, sir: and I am also related to Mr. Mueller. 

Mr. Tracur. Do you feel like you were treated fairly / 

Mr. Savin. I didn’t ask any favors. I went to a salesman, and I 
purchased the home. I was working in Los Angeles at the time as an 
Old Gold cigarette publicity-relations man. I quit that job and moved 
down here for my wife’s health. 

I knew Mr. Cosgrove was in the building end, and I knew Mr. 
Mueller worked for him, but I didn’t go to either one for any favors. 
I went in, like any other GI; I liked the home Mr. Cosgrove builds. 
So far as Il am concerned, he builds a sood home. I have ho objec 
tions to my home. 

Mr. Cuvuporr. The only thing is you thought you were paying 
$10,000 for it, fur a house that they said you paid $11,250 for, and 
they told the Veterans’ Administration you had paid in $250 down 
payment, plus $1,000 extra ¢ 

Mr. Savin. Yes. 

Mr. Cuvuporr. You paid that $1,000 extra ¢ 
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Mr. Savry, No. 

Mr. Cuuporr. Did you assign your judgment to them? Did you 
assign the judgment on this suit in San Francisco to the Cosgrove 
company ¢ 

Mr. Savin. No: I didn’t. I didn’t assign the judgment. I just 
notified my attorney in letter form—they wrote to my attorney. I 
don’t have the letter here. I stipulate right there the whole thing, 
the transaction. If it was a promissory note or assignment of my 
judgment, I don’t recall at this time. 

Mr. Cuvporr. Have you ever collected your judgment? 

Mr. Savin. No; I haven't as yet. The party hasn’t been located, 
my partner, who was in business with me in a night club we had in 
San Francisco, 

Mr. Cuvuporr. Did you agree to give them $3,500 ? 

Mr. Savix. No; just the $1,100. 

Mr. Cuuporr. How were they to deduct the $1,100 from the $3,500 ? 

Mr. Savin. At that time I expected the money from—I had the in- 
formation from San Francisco and it was that he was in the con- 
tracting business and he was doing well. As of this date it seems 
like we were not able to locate the man or where he is living at. 

The office here has tried to help me locate him and try to find out 
through the California State Highway registration, and haven’t been 
able to locate him through that. 

Mr. Cuvuporr. When you paid the $250 down, did you see the house 
you were buying? 

Mr. Savin. Yes. 

Mr. Cuuporr. Was that the house you finally bought? 

Mr. Savry. Yes, sir. 

Mr. Cuvporr. There was no change in the location or the house? 
You saw a $10,000 house ? \ 

Mr. Savin. That is right. 

Mr. Cuuporr. And that was the house you bought? 

Mr. Savin. Well, there is one little thing that came up about the 
patio, It was 8 feet. On the house I did buy it was 6 feet—— 

Mr. Cuuporr. I am trying to find out—vyou say you bought the 
house you looked at. Could you have looked at a house of a higher 
price than the house they showed you ? 

Mr. Savin. It was a lower price. It was a $10,000 house, I know 
now. I didn’t know at that time where I purchased the lot and the 
house was any more than the one I had looked at up on top of the 
hill. 

In other words, he had two tracts. He had one by State College and 
another one over on University Heights up there. The model home 
they showed us was the house I purchased, or one like it. I never 
saw the blueprints. As long as it conformed to that house, I was 
satisfied. 

Except for the patio—the house I am living in now, the patio was 
6 feet instead of 8 feet, and I asked about it. 

He says, “Well, the foreman says this house is 6 feet.” And that 
was it. 

Mr. Cuvuporr. You looked at a model house, but you didn’t Jook at 
the lot you were buying, is that right? 

Mr. Savin. That is right. 
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Mr. CHUDOFF. Could there have been a difference in the price of 
the lot, between a minimum priced lot and a higher priced lot ‘ 

Mr. Savin. Yes. 

Mr. Cuvuporr. Could that have made up the difference of the $1,100 ¢ 

Mr. Savin. It could. 

Mr. Cuvporr. In other words, you weren’t out of line with the loca- 
tion vou selected ¢ 

Mr. Savin. No; but they didn’t tell me that. though. I would have 
saved up there in Seneca Drive. I would have had that same house, 
just as nice up there. 

Mr. Cuvuporr. It wasn’t your choice where it would be? They did 
locate you in | higher pri ed lot ¢ 

Mr. Savin. That is right. The salesman told me at the time it was 
a better locality over 1n that part of the park than we were contem- 
plating having the house built. 

Phen. inasmuch as mv cousin, who also works for the Cosgrove 
organization, purcha ea a rmme a few doors uway. and also The tact 
that Howard—Mr. Mueller’s brother purchased a home on the same 


street- 

Mr. Cuvuporr. The salesman was building up your sale by selling 
you a higher priced lot ? 

Mr. Savin. It is possible. 

Mr. Cuvuporr. You bought it off a plan, a plot showed to you? It 
was a plan and they said, “We are selling on this plan i 

Mr. Savin. Yes. 

Mr. Cuvuporr. How about your cousin, did he pay $11,250 for his 


house ¢ 


Mr. Savin. I don’t know. All I know is. Eva and her husband 
purchased the r hor ie on the same street as ] did. and | knew ti if 
Howard’s brother purchased a home on the same street. 

Mr. Cuvuporr. As far as you were concerned, you were payvi 
$10,000 for that house . Tar 

Mr. Savin. Yes. 

Mr. Cuvporr. You didn’t know about the other $1,250 until they 
threatened to foreclose / 

Mr. Savin. That is1 ont. 

Mr. Cuvuporr. It looks like a loading up by the salesman, in your 

ise, for more than you anticipated buying. 

Mr. Savin. I couldn't atford it. I knew I had this 83.500. I didn’t 
know when I was going to collect it. 1 was just as much in the dark 
about collect ng it 

Mr. Cuuporr. You don’t remember ever sloning a note for - 

Mr. Savin. I was amazed when Mr. Orr showed it to me. I even 
told him I showed ma letter that I had directed the attorney, they 
wrote up there, to send t »ssal Francisco ; . 

Mr. Cuuporr. Do thev have evide e of a note vou signed / 

Mr. Savin. Cosgrove 

Mr. Cuuporr. Yes 

Mr. Savin. Oh, certain V. They showed me the evidence I had 
sioned. Here is what h ippel ed: | am not the only GI it happened to. 
There have been a lot of us We want our homes. A lot of us have 
got good jobs but we don’t have the ready cash. 

They said, “Forget it. Don’t worry about it.” 
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So I fill out these papers; we sign a bunch of papers. Then all of a 
sudden, 6 months later, I have heard it happen quite a few times 
already since—after we landscape our place and we put the patio in 
there and improve the property—lI had in my place over $3,000 already. 

If I considered my time, building my own wall, pouring the cement 
slab, putting my own landscaping in, it took me a year to do it, and 
I couldn't afford an outside landscaper to do the same thing, as they 
wanted $2,400 for it. 

You have no way to turn to borrow $900 or $1,000, so what do 
they do? They foreclose the house and take it away from you. 

Mr. Scupper. Did you get a copy of the deposit receipt you signed ? 

Mr. Savin. No. 

Mr. Scupper. Have you taken it up with the real-estate commis- 
sioner ¢ 

Mr. Savin. No. 

Mr. Scupper. Well, you better take it up with the real-estate com- 
missioner. By law they have to give you a copy of the contract that 
you signed. 

Mr. Savin. I don’t want any trouble. What I can’t understand— 
the Veterans’ Administration should be there. After we purchased 
our home there was no inspection of my home by the Veterans’ Ad- 
ministration at all. I couldn't find out which boundaries my prop- 
erty lies in. 

1 called the Cosgrove outfit. They said there was a marking on 
the sidewalk, but I couldn’t find it. I did find nail pegs there. I found 
out later that is an are where you take a point from. That wasn’t 
the boundary. To this day I don’t know whether the walls of my next 
door neighbor are on my property. They said mine was 61 feet across. 
I did the best possible way I could. From the center of the house I 
figured it out, to the best of my ability. 

I have asked everybody, surveyors, to come out. They say it is ir- 
regular; there are many complications. 

Mr. Cuvuporr. Mr. Scudder, being familiar with the laws of real 
estate in California, can you buy a home in California where you don’t 
get a deed tothe property ? 

Mr. Scupper. He couldn’t get a deed unless the contract was paid 
off. It would be a deed of trust, most likely. 

Mr. Cuvuporr. It doesn’t have a full consideration in the deed ? 

Mr. Scupper. No, not necessarily. Just a consideration. 

Mr. Cuuporr. How do you ever find out how much you are paying 
fora house’ Is there an agreement of sale or deposit receipt that sets 
that forth ? 

Mr. Scupper. That would be set forth in the deposit receipt; a stamp 
that indicates that. 

Mr. Treacue. If there are no other questions, thank you very much, 
Mr. Savin. 


STATEMENT OF CHARLES A. DODGE, APPRAISER, SAN DIEGO, CALIF. 


Mr. Teacur. Now, Mr. Dodge, for the record, will you state your 
name and address and oce upation, and so forth? 

Mr. Dover. Charles A. Dodge, 325 Broadway, appraiser. 

Mr. Teacur. You formerly were guaranty officer of the Veterans’ 
Administration ? 
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Mr. Doper. Yes. 

Mr. Treacvur. That is the regional office of San Diego? 

Mr. Dopner. Yes, sir. 

Mr. Meapvows. During what period were you loan guaranty officer ? 
Will you state the beginning and ending of the period ? 

Mr. Dover. Approximately June 1946 to sometime in June 1951. 

Mr. Tracur. While you were employed by the Veterans’ Adminis- 
tration did you accept gratuities or gifts or any other form of con- 
sideration from companies seeking or doing business with the Veterans’ 
Administration ¢ 

Mr. Doper. I received a certain amount of Christmas presents, yes. 

Mr. Teacur. Anything of a sizable nature or just the normal good 
wishes between friends ? 

Mr. Dover. No, sir; I would say nothing of a sizable nature. 

Mr. Cuvuporr. That is a matter of opinion. Some people think 
something worth $5 is sizable. Tell us what you got, if you don't 
mind. 

Mr. Dover. To my mind—— 

Mr. Cuuporr. You got a turkey from Mr. Cosgrove? 

Mr. Dopas. No; not from Mr. Cosgrove. 

Mr. Cuuporr. One of the gentlemen here ¢ 

Mr. Doper. I have never denied it at all. That doesn’t happen to 
be the proper one. 

Mr. Cuvuporr. What else did you get ? 

Mr. Donor. A certain amount of whisky. 

Mr. Cuuporr. In case lots or just in bottles? 

Mr. Dopver. I would say approximately a total of five cases. 

Mr. Cuuporr. Did you ever get a cigarette lighter? 

Mr. Doper. Yes, sir. 

Mr. Cuuporr. What kind of a cigarette lighter was it? 

Mr. Dover. I don’t know. I may havetold Mr. Orr. I have made 
no secret of any of those things. I notice you are reading it over. 

Mr. Cuuporr. I am not reading. Iam not condemning you. This 
is a congressional committee, appointed by the Speaker of the House 
for the purpose of finding facts and reporting back to the House of 
Congress for the purpose of drawing a new GI bill. That is what we 
are trying to do. 

We have no right to prosecute you. We are not trying to confuse 
you. What we are trying to find out is what happened in San Diego, 
to report back, in accordance with our instructions. 

Mr. Doper. I am trying to be helpful. I don’t recall. It is a table 
dighter. 

Mr. Cuuporr. Under the Federal laws we can’t prosecute. We are 
not a prosecuting body. We are not trying to confuse you. 

Of course, there are cigarette lighters worth $75 and $100, and some 
worth 15 cents. 

Mr. Dover. No; this is simply a normal table lighter, which I sup- 
pose you can buy anywhere for $12; I don’t know. 

Mr. Tracur. Mr. Dodge, I don’t know what was asked while I was 
out, but you did sign a statement one time saying you hadn’t received 
any gifts? ; 

Mr. Doner. Yes. 

Mr. Tracur. Was that brought out before I came back in? 

Mr. Dovge. No, sir. 
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Mr. Cuuporr. Did you ever get any building materials from any 

Mr. Dover. No. 

Mr. Cuuporr. Did you ever get $331 worth of building materials 
from the Mobilhomes Corp ? 

Mr. Dopce. No, sir; not as a gift. 

Mr. Cuuporr. Or have you paid for it? 

Mr. Dover. I paid a hundred-thirty-some dollars of it. My income 
is not tremendous now. I have not paid the other approximately 
S190. 

Mr. Cuvuporr. When did you get this $331 worth of material ? 

Mr. Dover. I don’t know. Some time last year the work was done 
on my house. 

Mr. Cuvuporr. You are paying it off on the installment plan? 

Mr. Dopner. I will now. It would have been paid, otherwise, other 
than the fact my income has very sizably shrunk. 

Mr. Cruporr. Did you make payments after the investigation 
started, or before ¢ 

Mr. Dover. I made payments within 5 days after I received the bill, 
yes. 

Mr. Cuuporr. You intend to pay the balance off as soon as you can 
afford to do it ¢ 

Mr. Dover. Of course. 

Mr. Cuuporr. Did you ever sign the statement that the Veterans’ 
Administration gave you to the effect that you have never had any 
connection with any firm doing business or receiving gifts or other 
consideration from firms doing business with the Veterans’ Adminis- 
tration ¢ 

Mr. Dover. Yes, I signed a statement. The gifts were Christmas 
gifts which, frankly, are as common as fleas on a dog, in this type of 
business. ‘The other, in my own opinion, is definitely true, that I do 
not own any stock, did not own any stock in the corporation that did 
business with the Veterans’ Administration. 

Mr. Tracur. But you did say you got whisky and other small 
gifts from others? 

Mr. Dover. Yes. 

Mr. Treacur. Mr. Dodge, will you tell us something about your 
relationship with the California Realty & Loan Co., how much time 
you devoted to it as treasurer’ How much money you received from 
it. 

Mr. Doner. Would you set a particular period, because it makes a 
distinct difference. 

Mr. Treacvr. Did you state, before I came in, when you were a 
loan guaranty officer ¢ 

Mr. Dover. Yes. 

Mr. Morron. Yes. 

Mr. Teacur. That was between what years? 

Mr. Dover. June 1946 and some time in June 1951. 

Mr. Treacur. I believe you started out assisting people to or- 
ganize the California Realty & Loan Co. ? 

Mr. Doner. No. 

Mr. Treacur. You didn’t start helping them, advising -them, to 
begin with ? 

Mr. Dopver. At what point do you mean, in August 1951 ? 
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Mr. Ty AGUT I men there was a letter in there that somebody 
wrote, advising that Mr. Dodge was advising them on how to set up 
the company. 

Mr. Doper. Oh, yes; that was at the time my brother-in-law owned 
the concern and. most certai? ly, 1 did give and wrote advising them. 


Mr. Treacur. When did you become treasurer of the company ¢ 
Mr. Doner. Probably in August 1951. 
Mr. Teacur. How much time did you devote to being treasure! 


of the company 4 

Mr. DODGR. Abo ita h ilf } our each day. 

The CuatrMan. You say August of 19517 

Mr. Doper. No: let’s see— I would be August L950. 

Mr. Teague. 1950? 

Mr. Doper. Pardon me. 

Mr. Treacur. What salary did vou receive as treasurer / 

Mr. Doper. Part of the time nothing, and part of the time $10 
a month. 

Mr. Teacvur. Did you consider it proper to be loan-guaranty office: 
ind to be in this ompany ? . 

Mr. Doper. Yes, su 

Mr. Tracur. There was 1 othing wrong with it? 

Mr. Dover. No, sir. 

Mr. ‘TEAGUE. Did you have anything to do with the lend ng 
agencies turning loans over to the California Realty & Loan Co. / 

Mr. DoneGr. No, sir. 

Mr. Tracur. Did vou ever discuss turning loans over to the Cali 
fornia Realty & Loan Co. ¢ 

Mr. Dover. No, sir. 

Mr. Treacur. How much do you know about Mr. Paige's activ 
ities, who was vour assistant ¢ 

Mr. Dover. What particular facet? I have heard a number of 
things here today I never heard before, if that is what you are 
referring to. 

Mr. Tracur. What did you hear today you had heard before / 

Mr. Doper. I don’t know where to begin, what vou want 

Mr. Treacur. All right Did you hear of any real-estate dealing 
of Mr. Paige while he was your assistant ¢ 

Mr. Dopcr. No, sir. 

Mr. Tracur. Did you know of his doing anything against Vet 
erans Administration regulations / 

Mr. Dopgr. No, sir. 

Mr. Cuvuporr. If he was, he was under a duty to notify vou: isn’t 
that true? _ 

Mr. Doper. I don't know. I had no knowledge of it. 

Mr. C'HUDOFFP. Did you notify youl immediate superior you were 
treasurer of this loan ‘ompany ¢ 

Mr. Dopner. No, sir. 

Mr. Crvpnorr. Aren't you supposed to notify them? There is a 
regulation that says, “The obligation of the loan guaranty oflicer is 
first to the (;overnment. second to the veteran, al d last to the lendet 
with whom the veteran has elected to deal.” 

Mr. Doper. This company didn’t lend or build houses. It didn’t 
buy and sell vetera “* 
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Mr. Cuuporr. Mortgages. 

Mr. Dover. No; never owned a GI mortgage. 

Mr. Cuuporr. What did it do? 

Mr. Dover. Purely and simply serviced loans for the Federal Na- 
tional Mortgage Association. 

Mr. Cuuporr. Guaranteed loans? 

Mr. Dover. That might have been. It could have been they have 
had loans. 

Mr. Cuvporr. It could have been? Wouldn’t that come in the 
same category as any other loan? Is a GI loan different than any 
person making any loan on property or a house ? 

Mr. Dopver. Yes, but I don’t follow your reasoning that it in- 
fringed upon my duties as loan-guaranty officer. 

Mr. Cuvuporr. That is a matter of opinion. 

Mr. Dover. That is a matter of opinion, of course. 

Mr. Mrapows. You have heard some of the testimony here and per- 
haps will hear more if you stay longer, relative to these very pertinent 
documents and their relation to regulation X. You were familiar 
with those ? 

Mr. Dover. Yes. 

Mr. Meanows. And of the situation that appraisals were made and 
raises were made in numerous instances, and that there was never any 
lowering at all? Do you have any knowledge of those situations 
while you were loan-guaranty officer ? 

Mr. Dover. Not until Mr. Orr called one letter or something to my 
attention, with the statement there had been a raise. That was the 
first information I had. 

Mr. Orr. I called several to your attention. 

Mr. Doper. That is quite probably true. 

Mr. Mravows. You had never heard of it before and didn’t know 
anything about Mr. Paige’s outside connections with various building 
companies and being on the payroll of Mr. Cosgrove, as he testified 
to here today? 

Mr. Donor. No, sir. 

Mr. Meapows. Were you aware that these raises were made and ap- 
praisals were made in numerous instances always raising and never 
lowering’ Were you aware that was being done? 

Mr. Dover. I would take exception to one thing there. When you 
say “always raising,” I can assure you that I know of many cases 
where they were lowered. Even I myself have lowered them. 

Mr. Meapows. In big units of 100, 200, 500, 1,000? 

Mr. Dover. I don’t know that there were many 500 to 1,000. 

Mr. Orr. Name some of those units you lowered the reasonable 
value on. 

Mr. Doper. I think you will find in the original statement that 
came in that the reasonable value, asset, was less than the amount. 
It was true in a number of cases; at the time I followed the appraisal 
end of it, much more than I did during the past year. 

Mr. Orr. You stated that you recall several of these large tracts. 
You can remember that that impresses your memory. Do you know 
the names of the units? ; 

Mr. Dover. Mr. Orr, it wouldn’t necessarily impress me, because 
there were hundreds of tracts. 

Mr. Orr. About the lowering of reasonable value? 
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Mr. Dover. I would say there were many cases that that was true, 
where it was not as high as the panel had turned in. 

Mr. Orr. I reviewed every tract file, there was in this regional 
office. I didn’t find a single instance where the reasonable value 
had been lowered. Will you comment on that ? 

Mr. Dover. Yes, I will, Mr. Orr. What you did was take the 
certificates of reasonable value and the final return, whereas, you prob- 
ably would have found an original preliminary return which might 
have bee Nn higher. 

Mr. Orr. What do you mean “an original preliminary return 
I never heard of that phrase before. 

Mr. Dover. It could be the case and was sometimes the case— 

Mr. Orr. Explain what this preliminary deal Is you are talking 
about. 

Mr. Donce. In some cases this property had not been developed and 
a preliminary return was made by a panel, stating “We estimate the 
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average value of the lots to be so and so.” 

Mr. Orr. Yes. 

Mr. Dopver. In the final end, what I am talking about is it may not 
have been and was not, in some cases, to my knowledge, that high. 
Incidentally, you showed me one ver) small one—incidentally, I had 
arbitrated between two appraisals and we differed as to the value. 
In that case it was lower than the higher one, I am sure. 

Mr. Orr. What happened to those documents on those preliminary 
deals you are talking about? I never did see those, where they were 
lowered. 

Mr. Doper. I am sure I couldn’t tell you. I have no idea. 

Mr. Orr. Do you recall we asked the*question regarding those and 
you said you couldn’t explain why all these increases were made? 
There is no documentation in the file, no evidence to indicate a justifica- 
tion for these increases. In certain of those there was nothing that 
said anything. 

Mr. Dopcr. That is true. Those also happened to be appraisals I 
had never seen before and was not familiar with, and don’t even know 
where the tracts are, to tell vou the truth, to make a clear statement 
of it. : 

Mr. Orr. You stated you didn’t have any knowledge concerning 
Mr. Paige’s outside activities, such as in the building trade and so on. 
Weren't you present at the luncheon one day when Mr. Paige and a 
Mr. Tavares were discussing the acquisition of a lot in Muirlands 
Drive or Terrace? 

Mr. Dover. Quit true, Mr. Orr; that was not an operation in the 
building business. In that he was talking about buying a lot for his 
personal home. I would not consider that, myself, as being along the 
line ] think the cventleman had in mind. 

Mr. Orr. You knew that Mr. Paige built this home there on Muir- 
lands Drive? 

Mr. Doper. I know the house was built and he lives in it. Who 
built it, I don’t know. 

Mr. Orr. You didn’t know how Mr. Paige was building this home? 

Mr. Doper. No. 

Mr. Orr. What would you say the value of that home would be? 

Mr. Dopvce. It would be a wild guess. 

Mr. Orr. That will be all right. 
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Mr. Dover. Probably $25,000. I don’t know. 

Mr. Orr. Mr. Paige was what grade in the Veterans’ Administra- 
tion ¢ 

Mr. Dover. GS-11. 

Mr. Orr. What was his maximum salary ? 

Mr. Dover. I don’t know. Probably $6,000, or thereabouts. 

Mr. Orr. Didn’t that cause you to suspect that Mr. Paige was kind 
of stepping out a little bit over his head, to build a house that expen- 
sive on a 36,000 salary ¢ 

Mr. Dover. No. 

Mr. Meapows. The point of raising some and lowering some, which 
direction would you say the preponderance went? Were a vast major- 
ity raised or a vast majority lowered after the reappraisal ? 

Mr. Dover. I am trying to think, is all. On stuff of any recent 
date, it would be purely guesswork on my part, because I did not 
handle the appraisal end of it at that time. 

I would say that the preponderance, nothing happened. That 
probably more were raised than were lowered, but that on the average 
probably there was no change. 

Mr. Meapows. Are you familiar with the water-softener deal you 
heard this morning ? 

Mr. Donce. No, sir. I had never heard of it until a rumor, someone 
mentioned it within the last week or 10 days. 

Mr. Mrapows. They renegotiated that and two different increases 
were made. A reappraisal raised the value, in accordance with the 
retail value of the water softener. 

Mr. Dover. I never heard of the fact there were any water softeners 
in the deal. It is contemplated in the act, that chattels could be in- 
cluded. I never heard of that transaction, and, actually, there were 
very few, I think, in the San Diego area. 

Mr. Meapows. Who was in control? Who ran this, you and Paige? 

Mr. Dover. I thought I was running it. 

Mr. Meapows. Do you still think so? Do you still believe you were 
in control ¢ 

Mr. Dopver. That becomes a question, as you gentlemen discussed ; 
but if was my behef that we were doing | ratthne eood job and I 
believe that I had control of it. 

Mr. Meapows. All right. 

Mr. Orr. When did you first learn you didn’t have control 

Mr. Doner. I think I told you, Mr. Orr. 

Mr. Tracur. Mr. Dodge, Mr, and Mrs. Leyser testified they went 
and talked to you about signing a second deed of trust and promissory 
note from the Cosgrove company, and you told them to sign anything 
they wanted—all you wanted was the matter taken care of. Do you 
remember that? 

Mr. Dopar. No, sir, that is incorrect. If you care to have me tell 
what my memory is of the conversation 

Mr. Tracur. I was hoping the Leysers would come in and we could 
have them tell it and hear’from you, too. It is a case similar to the 





Savin case. 
Mr. Dover. Yes. Mr. and Mrs. Leyser came to me and, told me 
that an action to foreclose had been started: and I told them if that 
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was the case they must have already signed a note and deed of trust 
of some sort. They could readily find out at the title company. 
That I had no way of knowing. 

Mr. Treacue. You talked to them as loan guaranty officer ? 

Mr. Dover. Yes. 

Mr. Teacue. Later you talked to them as the California Realty. 
as an officer in that company ¢ 

Mr. Dover. Fhat was quite probably true. I was there on Saturday 
mornings 

Mr. Teacur. You thought it was absoluetly proper up in the Vet 
erans’ Administration, as loan guaranty officer, and you were sup 
posed fo represent the Grovernment up there, and that it was all right 
down at the California Loan Vo.. to be an officer down there / 

Mr. Doper. On the Saturdays I am off, 

Mr. Traaur. Yes. 

Mr. DopcGe. | wo ild Say | do not see anything wrong with it. 

Mr. Teacue. You signed a statement you were not connected with 
any company dou Go business with the Government. 

Mr. Dover. We are not doing business with the company, my dear 
“ir. 

Mr. Teacve. That is according to the interpretation. 

Mr. Dover. With the Veterans’ Administration, I mean: yes. 

Mr. Teacur. Did you use your secretary up at the Veterans” Admin- 
istration, as loan rl iranty officer, to carry on the business of the 
California Realty Co. ¢ 

Mr. Doper. No. 

Mr. Teague. Do you know that she has sworn you did ? 

Mr. DopGr. She night have, I wrote a certain number of letters 
to my sister, that referred to transactions that may have mentioned 
the California Realty & Loan. She was not transacting the business 
of California Realty & Loan. 

Mr. Cuvuporr. She was transacting your personal business. 

Mr. Doper. Well 

Mr. Cuuporr. She was writing your personal letters on Veterans’ 
Administration time, and getting taxpave rs’ money for it. 

Mr. Doper. 1 wouldn't dispute you on that. 

Mr. Cuuporr. I dont want to vet picayunish ibout this o1 vet 
technical, but I can show you, if you want to get technical, that we can 
vet just as technical as you, 

Your personal secretary was getting paid with taxpayers’ money 
and writing personal letters. 

Mr. Doner. Is that a q iestion ¢ 

Mr. Cuvuporr, That is my remarks. 

Mr. Dopere. I didn’t know what to answer. I didn’t know whether 
it Was a question. 

Mr. Cuvuporr. You see how technical you can get, when you get 
technical. 

Mr. Tracue. Mr. Dodge, is there anything else you care to say, 
so far as the loan guaranty operations are concerned in California, 
San Diego area / 


Mr. Doper. Yes. 
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Mr. Treacue. You think it has worked well and the veterans’ welfare 
has been taken care of and the taxpayers’ welfare has been taken care 
off 

Mr. Dover. Are you acquainted with the resale price of a large 
number of these tracts? 

Mr. Teacue. No, sir. 

Mr. Dover. One you mentioned here merely comes to my atten- 
tion, which is Rolando Homes. I believe the sales price there was 
less than $9,000. Possibly Mr. Orr can tell me, or correct me if I am 
wrong. 

Currently the selling price on them is some place in the neighbor- 
hood of from $12.000 to $12,500. 

Mr. Cuvporr. How much is the dollar worth you get for the resale? 
If the dollar were worth as much today as it was worth when the 
houses were built, that is one thing. But because of inflation you 
know the dollar isn’t worth as much. Comparing it on an economic 
basis, you are getting less for the property than you paid for it; isn’t 
that rmght? 

Mr. Dover. It depends on the length of time, which is rather short 
here. 

Mr. Tracur. Mr. Dodge. the matter we had here of the $333,000 
profit of developing 139 homes, do you think that the veterans and the 
Government there were properly represented and properly taken 
care of ¢ 

Mr. Doner. I haven’t the slightest idea whether the profit actually 
existed. 

Mr. Tracur. If it did exist, what would you say about it? 

Mr. Dover. I would be tremendously surprised if there were that 
much profit. 

Mr. Treacur. What if there were that much profit? Who fell 
down? Did you, as loan-guaranty officer, or someone else ? 

Mr. Donen. I don’t think so. It would be quite possible to send out 
and check the area, to see if any of those homes have resold in the open 
market, and find out if someone fell down. It happens I haven’t the 
particular homes and I can’t hazard a guess. 

Mr. Tracur. It seems to me that if the veterans are buying homes 
and the Government is financing it, that three men, getting $333,000 
profit out of those homes, that the veteran got quite a rooking. 

Mr. Dover. We are assuming that the $333,000 is there, which, per- 
sonally, I don’t know. I haven’t the slightest idea; could come out of 
that 1 deal or 10 deals. 

There would be another test that would come in there—whether the 
general public, buying in the open market, not as a veteran, would pay 
that price for the house. That is the reason I said I think you gentle- 
men could readily check by having someone find out whether there had 
been resales and whether the properties are considered worth the money 
that was paid forthem. I have no idea 

Mr. Orr. Mr. Dodge, you have harped on the resale value of prop- 
erty, as it is today, and so on. Will you tell the committee if the 
appraisals are based on the resale value of property ¢ 

Mr. Dover. Whether they are based on them ¢ 

Mr. Orr. Yes, sir. 

Mr. Doper. That certainly would come into consideration, of course. 
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Mr. Orr. But that is not the fundamental basis upon which you 
establish a reasonable value, through appraisal, is it ¢ 

Mr. Dover. Not necessarily. Under the GI program it was held 
down to a lower figure than current resale, is all | was pointing out. 

Actually, throughout this area I would venture that in 99 percent 
of the cases, maybe J) and °% oo percent like Ivory soap—thatl t] 
properties would sell for more money than they paid for them. The 
proof of the pudding is the fact many of them have sold for more 

Mr. Teaat : When you appraised them. you took into consider- 
ation what they could resell them for, not what they were worth at that 
time. 

Mr. Donae. I didn’t appraise them at all. 

Mr. Teacur. I thought I understood you to say that was taken 
into consideration when they were appraised. 

Mr. Dover. It would have to be taken into consideration. Let's 
take the other side of the problem. It is quite possible in a different 
type of market that reproduction costs of property may well exceed the 
resale value. It would then be utterly unfair to place a veteran in 
there at reproduction costs. Why?! Because the value is not there. 

Mr. TEAGUE. Mr. Dodge, why did vy percent of all of the ap- 
praisals go to one particular group / 

Mr. Doper. I know of no particular reason, except the fact they 
delivered service and were available to handle it and did handle it in 
a proper manner. 

Mr. Tracur. Well, if . going back to this $335,000, if it is there 
I haven’t seen it—if thei ‘ir appraisals resulted in that, was th: it proper 
and a good job, so far as appraising was concerned ¢ 

Mr. Dover. No; as I say, I will be tremendously surprised if there 
is that much profit in the 139 houses you speak of. 

Mr. Tracue. Was it—was your office obligated to make any kind 
of a check on something like that ? 

Mr. Dover. There would be no way. We would have no know ledge 
as to what it actually was going to cost the man, unless after it was 
over, and if it was built through builders’ control, we went to builders’ 
control and they were kind enough to let us know. 

Mr. Teacur. Which loaning officer was there when the water 
softener deal happened ? 

Mr. Dover. I don’t know when it happened. As I remarked earlier, 
hadn’t heard of it until pure rumor occurred. 

Mr. Orr. It happened in April and May of this year. 

Mr. Doper. I was loan guaranty oflicer in April and May. 

Mr. Orr. Was it ever discussed with you? 

Mr. Dopcr. No, su 

Mr. Orr. Should that have been discussed with vou, as loaning 
officer, or did you ait le gate all your powers to Mr. Paige or son be dy 


ie 


eise ¢ 

Mr. Dover. I did not delegate them. Frankly, I was surprised. 1 
had not heard about it, and I was surprised that I had not. 

Mr. Orr. It is surprising. Mr. Dodge, that all these irregularities 
we have disclosed in this investigation, that you had no knowledge of 
them: isn’t it? 

Mr. Dover. It strikes me as surprising. I never contended it didn’t. 
I might point out, along that line, if I had had knowledge of them I 
don't believe they would have continued to exist. 
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Mr. Tracur. Are there any other questions ? 

Mr. Scudder? 

Mr. Scupper. No. 

Mr. Cuuporr. No. 

Mr. Tracur. All right, Mr. Dodge. Thank you very much. 


STATEMENT OF WILLIAM B. BETTLES, SALES MANAGER, 
MOBILHOMES CORP., LA JOLLA, CALIF. 


Mr. Tracur. Have a seat, please, sir. State your full name, 
address, and occupation, 

Mr. Berries. William B. Bettles; sales manager, Mobilhomes Corp., 
6203 Mesa Drive, La Jolla, Calif. 

Mr. Teacur. Mr. Bettles, you know Mr. Dodge and Mr. Page ? 

Mr. Berries. Yes, sir. 

Mr. Tracvur. Mr. Riley Richmond Jackson ? 

Mr. Berries. Yes, | only know of him by name and have seen him 
on one or two occasions, I think. 

Mr. Teacur. Will you indicate what relationship you had with 
those three individuals? 

Mr. Berries. I might start with Mr. Jackson. 

Mr. Tracur. Yes, sir. 

Mr. Berries. I have knowledge that he is the attorney for the Vet- 
erans’ Administration, I believe, and purchased a house from the 
Mobilhomes Corp. 

Mr. Tracur. Was there any difference in the price charged him 
for that home than the price sold to other people at that time / 

Mr. Berries. I can’t answer that question, 1 don’t know. There 
would be no reason for a differential in price. 

Mr. Treacue. Well, of course the reason we asked you, Mr. Bettles, 
is the record, I believe, shows the price is $8,650 and the same home 
to other people, that we were able to find, ran up to $9,100, 

Mr. Berries. I think, upon investigation, I think our records will 
show that we sold that house, which was a New Englander house, for 
$8,600. We had sold it prior to that time for that price and we have 
a printed price list, which was changed some time thereafter, and we 
never sold the house for under our listed price. 

Mr. Tracue. I will give you the name of the people we were speak 
ing of. 

Mr. Berries. I make that statement to the best of my knowledge. 

Mr. Tracur. Mr. H. M. Wagner is supposed to have purchased an 
identical model on March 28, 1950, for $8,950, and Mr. Calvin Bond 
purchased an identical model in July 1950 for $9,100. 

Mr. Berries. I think you will find that Mr. Wagner’s house—that 
Mr. Wagner purchased our La Jollan model, which is a similar model, 
with the exception there are changes in a very large plate glass win- 
dow in the front of the house; there is egg crating. That is a stand 
ard charge we always made. It is on our printed price list and always 
has been. 

Mr. Teacur. Your testimony is that Mr. Jackson did not receive 
any consideration. Of course, the reason we ask, we fourmd the same 
thing where Veterans’ Administration employees received homes at 
less. 


~~ ee 





VETERANS’ LOAN GUARANTY PROGRAM 9] 


Mr. Berries. Sir, to the best of my knowledge, as sales manager of 
Mobilhomes Corp.., we have a printed price list and we sell] the house 
for that price. Now, we also have a lot of changes on these various 
models and it would be very easy to determine whether there were 
any changes involved in these transactions, and Mr. Wagner's Is defi 
nitely a La Jollan model, we felt, for a higher price. 

Mr. Tr AGUE,. All right. Let’s 20 to Mr. Dodge now. That takes 
care of Mr. Jackson. 

We have received information that $351 was contributed toward 
repairs on the home of Mr. Charles A, Dodge. Would you comment 
on that, please ? 

Mr. Berries. I have no knowledge of that. with the exception of I 
heard some discussion in the office, what was being done there. 

Mr. Treacuer. Tell us something about what Christmas gifts and 
what not have been given to the Veterans’ Administration employees 
by your company. 

Mr. Berries. Yes, I believe that last Christmas we made a list of 
not only the Veterans’ Administration, but also all the companies 
which we do business with in san Diego. title companies, the banks 
and that sort of thing, and we sent every one of them an identical gift. 
The girls in the Veterans’ Administration, I believe, we gave a $25 
gift bond, gift certificate to. I believe we sent a case of liquor to the 
gentlemen in the Veterans’ Administration. 

Mr. Orr. Will you name those gentlemen / 

Mr. Berrie. I think it was Mr. Paige, Mr. Dodge—— 

Mr. Tracur. Mr. Wyman? 

Mr. Berries. Mr. Wyman. At that time we sent out about—many, 
many cases. 

Mr. Teacur. All right. sir. How about Mr. Paige? 

Mr. Berries. Excuse me? 

Mr. Treacur. Mr. Paige. 

Mr. Berries. We sent him a case of liquor. 

Mr. Treacur. Anything else, that you know of ¢ 

Mr. Berries. No, sir. 

Mr. Treacur. You have no knowledge of your company’s furnishing 
him $850 worth of building materials? 

Mr. Berries. | have knowledge at the prest nt time that at the time 
Mr. Paige was building his house he asked if he could buy certain 
things through us. He contacted me. , 

I said we would be very happy to get anything we could for him 
wholesale. I do not have the authority to make any gifts such as 
that. 

Mr. Cucporr. When you get things for him wholesale. he pays for 
it, doesn’t he? 

Mr. Berries. Well, ves. 

Mr. CHI DOFF. Ly othe r words, you cet the trade discount for h m 
and he is supposed to pay the supplier or pay you and you, 1n turn, 
pay the supplier / 

Mr. Berries. Yes. 

Mr. Cuuporr. Did he pay‘ 

Mr. Berries. I don’t know, sir. 

Mr. Cuvuporr. Who would know? 

Mr. Berries. I assume that our bookkeeper would. 
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Mr. Cuuporr. All right. 

Mr. Morton. Is your a, Mobilhomes, a local company here ? 
Where is the headquarters office? San Diego? 

Mr. Berries. Yes—well, no. It is a franchised operation and the 
plant is owned locally. 

Mr. Orr. Mr. Bettles, do you know anything concerning the arrange- 
ment about making the appraisals and compliance inspection of your 
type of dwelling? Will you take up the appraisal first and then 
cover the compliance inspection ? 

Mr. Berries. I think, to understand our operation, that we have 
probably an unusual situation, inasmuch as we build the entire house 
in a factory and then we move that house to the site. So when we 
originally started in business we had no knowledge what the operation 
was of the Veterans’ Administration. 

We were only trying to find out in what way we could cooperate 
with the Veterans’ Administration and in what way they would 
cooperate with us. So that we could have it run as smoothly as pos- 
sible. 

At that time it was determined we would have an appraisal on the 
lot and then we had a panel which had already approved the houses 
at the predetermined price and we would take the house and lot 
together, plus any extras, and that would be the total certificate of 
reasonable value. 

Mr. Orr. What basis did they use for establishing a reasonable 
value? 

Mr. Berries. I don’t know. 

Mr. Orr. Didn’t you have any plans or specifications? 

Mr. Berries. Yes, we submitted plans and specifications to them. 

Mr. Orr. Still, did they consider those in each instance or did they 
just look at the house and pull a figure out of thin air? 

Mr. Berries. Well, I assume that they established a value on each 
house. Each different model we manufacture, that is, and that figure 
was used, 

Mr. Orr. Now, take a certain type of house called, for the sake of 
discussion, the New Englander type, how would they accomplish that 
appraisal on that particular type of house, and subsequent houses you 
build ? 

Mr. Berries. I am sorry, I don’t follow your question. 

Mr. Orr. In other words, would they appraise each of those houses 
that came off or would they come out and establish an appraisal today 
and go on for 6 months and sell the house for the same appraisal ? 

Mr. Berries. I think I better—each house has—we do no specula- 
tive building. Each house is sold prior to the time that it is put on 
our assembly line and prior to the time that we ever started that 
house we received an appraisal from the Veterans’ Administration, on 
each and every house. 

I don’t follow your trend of thinking, I am sorry. 

Mr. Orr. Did you get an appraisal on each house ? 

Mr. Berries. We had a certificate of reasonable value for every 
house we built. 

Mr. Orr. What was that certificate of reasonable value based on? 

Mr. Berries. I assume it was based on their appraisal. 

Mr. Orr. Who made practically all of the appraisals of your houses? 
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Mr. Berries. We had a panel appointed to use, Mr. M Ewen, Mr. 
Barber, and various other times | think there were other people 
involved. 

Mr. Cuvuporr. Do you have one price for veterans and another 
price for civilians? 

Mr. Berties. No; we have one price. 

Mr. ( HUDOFF., | mean, in the Veterans’ Administrati« n pl ice sel up, 
by the panel, is the price you charge everybody the same, whether 
they have GI entitlements or not? 

Mr. Berries. Yes, sir. I might say we sell a large portion of our 
houses for cash, without any loans at all. 

Mr. (“HUDOFF. You s¢ 1] them for the same price as the Vete ra 5’ 
Administration appraised them ¢ 

Mr. Berries. Yes, sir. 

Mr. Cuvporr. Don’t you go to the Veterans’ Administration with a 
price ¢ For insta . 

000 and suppose the Veterans’ Administration won't appraise that 
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Mr. Berries. Let fy it 
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Mr. Cuvuporr. You let the Veterans’ Administration set the price 
you \V el] vour house f« r¢ 

Mr. Berries. Unfortunately. ves. 

Mr. Cuuporr. Fortunately, you sell more with the Veterans’ Ad 
ministration helping, don’t vou ? 


Mr. Berries. I think in our particular operation our margin of 
profit has been very small. 

Mr. Cuvuporr. It is to your benefit to have a higher appraisal, if 
that is the— 

Mr. Berries. That is right. We try to get as great an appraisal as 
we can get. That is what we try to do. 

Mr. Cuuporr. I am not criticizing your house. I am trying to find 
out how you arrive at your price. 

Mr. Orr. | believe yo stated each of your houses was sold, or 
construc ted to this similar line. Did you ever develop tracts ¢ 

Mr. Berries. Y¢ 

Mr. Orr. Could Vi name those ? 

M Betries. Yes We developed several tract Q)ne was on 
Oceanside Terrace, and Emerald Hills, Gross Mont Village, Country 
Club Manor. 

Mr Orr. Were you s biected to credit re trict) ms, more or less 

ed on the recul ition X. of the act? 
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Mr. Berries. I am sorry. 

Mr. Orr. Were you subjected to credit restrictions, more or less 
based on the regulation X of the act ‘ 

Mr. Berries. I don’t know what you mean, “more or less.” 

Mr. Orr. Veterans’ Administration is operating under credit re 
strictions. Asa general rule, that is. We do have the Veterans’ Ad 
ministration, what we call credit curbs and credit restrictions. 

Did you sell your houses without any down payment ‘ Let's put it 
that way. 

Mr. Berries. Yes, we sold the houses without dow1 payments and 
many we sold with down payments. 

Mr. Orr. In the Gross Mont Village tract. was it without dow) 
payment ¢ 

Mr. Berries. A small down payment. 

Mr. Orr. What was that down payment ? 

Mr. Berries. I believe it was S150. 

Mr. Orr. In other words, you charged for the closing costs, or 
someth ne of that sort / 

Mir. Ls) riLes, Yes. 

Mr. Orr. Did you require 5 percent down payment on Gross Mont 
Village / 

Mr. Berries. No. 

Mr. Orr. When did you acquire the land on which you built this 
tract. Grross Mont Village / 

Mr. Berries. I don't know the exact date, when we acquired the 
land. But we negotiated it for many, many months prior to the time 
that we actually signed the documents, as we do in all our subdivisions. 

I think you will find that is a pretty consistent thing in subdivision 
business. 

Mr. Orr. Did you acquire it as late as August 1950? 

Mr. Berries. When you say “acquire,” do you mean did we pur- 
chase it outright at that time / 

Mr. Orr. You purchased the property and had a right to build 
your houses on it as late as August of 1950? 

Mr. Berries. I don’t know. I think the Union Title & Trust Co. 
have all the escrow instructions, when we did purchase it. I don’t 
remember offhand. 

Mr. Teacur. Mr. Bettles, what are closing costs? 

Mr. Berries. 1 suppose everyone—that terminology probably has 
been used for costs involved above the price of the house, that would 
be, and I am not an authority on that. But I think everyone has 
probably a different opinion. I assume that it is the insurance, and 
ATA policy and recording the trust deed and loan fee, and that sort 
of thing. 

Mr. Teacur. The records in the Veterans’ Administration show 
on two occasions you requested increases in the reasonable value rep- 
resenting closing costs, one about $565 and another about $575. 

Mr. Berries. Yes. 

Mr. Teacur. Who would authorize that increase, the loan guaranty 
officer / 

Mr. Berries. I don’t know who would authorize it. We sent our 
communications to the Veterans’ Administration. I don’t know 
who — 
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Mr. Treacvr. Supposing you asked for closing costs, an increase of 


S575. and vou find t it is only $350, what happens‘ 

Mr. Berries. The thing we try to do, and I think the case you 
pe int out here is all thro o}) our operation S. but we wo ild take our 
billings or statements s S565 you speak of was an actual trans 
action through the Union Title & Trust Co., showing these various 
charges and sent to the Veteran * Administration, try Y tO e@stadi 
that these were the ts above the house 

Mr. Treacur. Suppose it it didn’t total up that much? Supposing 
it only added up about S300, would you st ll get the S57 ould the 
veteran get the difference, o1 whoever purchased the home ‘ 

Mr. Berties. I don't know. 

Mr. Treacue. In this case it would be a veteran. 

Mr. Berries. Well, the price—of course, it is a determined amount, 
how mu h that Is Tong to be. It isa concrete hieure. 

Mr. Treacur. That is what I understood. If you a ked for S575 


nerease, that meant there Was an actual increase 1n the cost of the 
house for S57). 

Mr. Berries. Yes 

Ir. ‘TEAGUE. Didn't we have some evidence it was only S350 in 
these cases. 

Mr. Orr. In many of the files it shows it ran $350 and less, in many 
mstances, 

Mr. ‘Tracur. Did we check the specific cases, as to the amount of 
clos ne costs, iftel they had requested SOTD / 

Mr. BEeTTLEs. | would like Lo make this Statement. We have over 
200 transactions at Union Title Co. at the present time, and we have 
just finished sending our closing statements to L109 people In our Ocean- 
side tract. I am sure that this committee would find there is not one 
of those transactions that the closing costs are not in excess of $500. 

If it did it would be an isolated case. 

Mr. Cuvuporr. Could they possibly be $500? 

Mr. Berries. | think common knowledge in the contracting busi 
ness 1s that those are the fees, l think, and everyone Is cognizant of 
that. 

Mr. Cuvuporr. Assuming, first of all, there is fire insurance, is 
that right ¢ 

Mr. Berries. Yes. 

Mr. Cuuporr. There is title insurance ? 

Mr. Bertuiers. Yes, sir. 

Mr. Cuuporr. There is perhaps a difference in adjustment of taxes 
from the date of the settlement, as we call it back East. 

Mr. Berries. Yes. 

Mr. Cuuporr. The date of settlement, there would be some title 
company charges for the use of the room and some recording fees. 
How could that possibly reach $500 ? 

Mr. Berries. Well, I am sure that Union Title & Trust Co. or other 
title companies—— 

Mr. Cuuporr. What is the average title insurance premium in Cali- 
fornia’ What is the rate? 

Mr. Berries. Eighty—I don’t know, around 80 to 90. 

Mr. Cuuporr. It is one-half of 1 percent, plus the cost of the search. 

Mr. Berries. No; I won't say. No; it is set up on a predetermined 


scale 
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Mr. Cuuporr. I understand that. There are charges of so much 
more insurance and so much insurance is based upon the purchase 
price. The premium on a $10,000 house, naturally, would be more 
than a $5,000 house. : 

Mr. Morton. Mr. Bettles, did you present to Francis Paige of the 
Veterans’ Administration regional office, a check dated April 5, 1951, 
in the amount of $1,000, made payable to Robert Skinner? 

Mr. Berries. Yes, I did. 

Mr. Morton. Will you tell us what that check was for ? 

Mr. Berries. Yes. I had a business in La Jolla. I had a furniture 
business, and I was unable to sell it. I had sold the controlling interest 
in the business and it was going very badly and I was losing a great 
deal of money, and—not a great deal of money, but I was—my interests 
were being depleted, so I tried to sell the business for 6 or 7 months, 
and the other two individuals involved were also willing to sell. But 
we couldn't find anybody to buy it, so Mr. Paige—I merely men- 
tioned it to him one day and told him in just a conversation, so he was— 
he contacted someone and he said he thought he would be interested 
in it. 

He brought them out and introduced them to me, and T sold the 
business to that individual. 

Mr. Morron. Then this $1,000 check to Skinner is what we call a 
finder’s fee? . 

Mr. Berries. No; not a finder’s fee. In appreciation for the dis- 
posal of a business I hadn’t been able to sell for a long time. 

Mr. Treacur. Why did the check go to Mr. Skinner ? 

Mr. Berries. I might tell you the story. This is personal and 
if it has any reaction on the committee, I don’t know. 

We had been very cautious—we had been new in the business and 
didn’t want to take any chance of offending him, so one day in con- 
versation I said I would certainly like to do something for him. 
I said, “Fred, I appreciate the sale of the store.” 

He said, “No.” 

1 said, “Well, I insist.” 

He said, “Well, if you want to do something you can do it for 
my stepson,” so I made out the check to his stepson. 

Mr. Morton. This had nothing to do with anything, other than 
it was your personal business in La Jolla? 

Mr. Berries. Yes. 

Mr. Cuvporr. I have a breakdowr of these fees now and I would 
like to ask you some questions about it, for my own information. 

Mr. Bertwes. Yes. 

Mr. Cuvuporr. I see the appraisal is $20. That is very fair, al- 
though it is a little high. It is fair, though. 

Credit report, $3. That is fair. 

First insurance, $84. I guess that is based on underwriters’ rates: 
$1,000 policy, $27.50. A bond, $80. 

Mr. Teacur. What kind of a bond is that? 

Mr. Berries. During the time that we were building this particular 
tract we bonded every house, for the protection—— 

Mr. Cuuporr. You bonded it for what ? 

Mr. Berries. For materia] and mechanic’s lien. 

Mr. Cuvporr. In other words, this is a mechanic’s lien policy you 
charged $80 for? 





es 





VETERANS’ LOAN GUARANTY PROGRAM Q7 


Mr. Berries. No; it is not. I would say a bond. Let me clarify 
that. You can either have a bond or a builders’ control. In our 
case it was much cheaper, only $80, to use a bond, where, I believe 
it was $100 the other way. Again, I am not sure. 

Mr. Cuvuporr. How much of a bond do you get for $80? 

Mr. BETTLes. The bond is for the entire house and amount of the 
house. 

Mr. Cxuporr. $10,000 house, the premium would be $80 ¢ 

Mr. Berries. Yes. 

Mr. Cuuporr. Yes. One percent office fee—— 

Mr. BerrLes. That is for the mortgage company. We had noth- 





ing to do 

Mr. Cuuporr. 3100 to draw a mortgage / 

Mr. Berries. I believe Mr. Orr is probably in a better position to 
answer that. I believe the Veterans’ Administration allows the 
mortgage company certain fees that are approved. 

Mr. Cuvuporr. I don’t know why. In Pennsylvania they only al- 
low them $55. 

Mr. Brrr es. I think that could be one thing this committee could 
straighten out. 

Mr. Cuvuporr. One and a half percent construction loan fee. Is 
that for securing a construction loan ¢ 

Mr. Berries. That is for a construction loan being made directly to 
the veteran for the building of the house. 

Mr. Cuvuporr. You charge them $150? 

Mr. Berries. No; we don’t. The mortgage company. We receive 
no part of that. 

Mr. Cuvuporr. That is a bonus? 

Mr. Berries. It is an allowable under the Veterans’ Administra- 
tion, under their policies. 

Mr. Cuouporr. I understand. That is $150. It doesn’t matter 
whether it is $10,000, $20,000, or $5,000 ¢ 

Mr. Berries. I believe it is set on a percentage basis. 

Mr. Morron. One and a half percent. 

Mr. Cuvuporr. The veteran pays for that, too? 

Mr. Berries. Yes 

Mr. Cuvuporr. That is how your $565 comes about? 

Mr. Berries. Yes. 

Mr. Th GUE. One of t] e questions on these prices is What do you 
pay for an appraisal ? 

Mr. Berries. I don’t recall what it is. 

Mr. Tracur. Isn’t it $5? Isn’t there a difference of what is paid 
by the company and what the veteran pays in closing costs? 

Mr. Berries. I don’t know the basis. It is set up so much for the 
original appraisal and so much for each inspection. How much that 
total is, I don’t know. 

Mr. Treaccur. Somewhere I thought it showed it was $5. 

Mr. Berries. I think it is about $27.50 total. I believe it is $20 
for the appraisal and $5—no, it can be as high as $30. I think it can 
be $20 for the appraisal and $5 for during construction, and $5 for the 
final compliance. Is that right, Mr. Orr? 

Mr. Orr. It all depends on what you are talking about. You are 
talking about appraisal and compliance inspection, all in one. They 
are different. 
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Now, on the Gross Mont Village, that was a package deal or tract, 
was it not? 

Mr. Berries. No. Each house and each lot was sold to an indi- 
vidual. 

Mr. Orr. I mean it was a development, wasn’t it? 

Mr. Treacur. Mr. Orr, the point I am trying to make is that it 
seems to me the company pays $5 for an appraisal and the veteran 
should pay his $5, and yet you set up here for appraisal, 320. Where 
does that $15 go? 

Mr. Orr. On tracts, appraisals of tracts, where they go out and 
make the appraisal of a house and the site is on sixty-odd units, the 
builder or the lending agency absorbs that. That is not passed on 
to the veteran. It is only on individual houses, where the veteran 
may pay for the appraisal. 

Mr. Cuvuporr. I would be interested to know if you showed a house 
to a nonveteran, how much do you ask them for closing costs ¢ 

Mr. Berries. Nonveteran ? 

Mr. Cuvuporr. Nonveteran. 

Mr. Berries. I think that is probably a good question, because we 
sell our houses—if we have a house established for $9,000, we sell that 
house to the veteran and actually we have to pay the $500 closing costs. 
The veteran is buying our house for $500 cheaper than we sell to the 
person coming in off the street, at the listed price. 

Mr. Cuvporr. John Smith is a nonveteran and he wants a house for 
$10,000. He has to give you $565 closing costs or give you less than 
that’ Iam trying to find out how it is cheaper. I can’t see it. 

Mr. Berries. The closing costs are involved in our total price, which 
we put on a printed price list. In other words, if a house sells for 
$9,000 and our printed price list, at the factory, says $9,000, that 
veteran buys—— 

Mr. Cuvporr. That is figured in the closing costs, they are all fig- 
ured in the price, the original price of the house ? 

Mr. Berries. Yes. 

Mr. Cuvporr. Suppose a nonveteran buys it‘ 

Mr. Berries. All right. He buys that house and he pays $9,000 
for it. We don’t have to pay any closing costs. 

Mr. Cuvuporr. You make him pay closing costs on top of it? 

Mr. Berries. No; there is no closing cost. Only under the Veter- 
ans Administration, in order to get money at 4 percent, is it necessary 
to pay these particular fees. 

Mr. Cuvporr. You mean an FHA loan is secured free? You don’t 
pay a bonus for it? 

Mr. Berries. Yes, sir. 

Mr. Cuvporr. Why is that free and a GT loan 

Mr. Berries. You will have to ask the lending agency that. 

Mr. Cuvporr. You don’t think it is fair to charge the veteran $565 
for a loan and the civilian nothing? 

Mr. Berries. I think that is a matter for this committee to decide. 

Mr. Cnvuporr. That is what we are here for. 

Mr. Morron. When a civilian goes downtown doesn't he pay what 
he terms “closing costs”? If I am a nonveteran and I buy a house 
for $9,000 from a man and I go downtown to finance that house, it is 
up to me to shop around and make the best deal I can in financing. 
If I don’t want to insure the title I don’t have to. | 
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Under the Veterans’ Administration you have to insure the title. 
and you have to because it is Government. 

Mr. Treacur. Let me read what Mr. Hopkins’ central office said in 
analyzing the situation as to closing costs, and that is that $565 were 
allowable only as a charge to be incorporated m the reasonable value 
of the property. 

He pointed out that “in so adding these so-called closing costs to 
the reasor able value of the property, lt would have the effect of 
causing an unwarranted inflation of values t 1\roughout the entire area, 
equal to the amount of nerease,” 

nd in analyzn oO the various costs, that the appraisal is a closing 
cost to be charged against the purchaser, apparently Mr. Hopkins 
overlooked the fact in this case the appraisal] was a tract appraisal 
and not chargeable to the purchaser. 

Mr. Hopkins pointed out that the charge of $27.50 for the ATA 
pol vy was solely for the protection of the lender and not the pure] 
or borrower. 

Mr. Hopkins further stated he had made inquiries as to the reason 
for SSO for a bond and no one was able to explain. He . ther fore. 
concluded this charge was, in no event, proper. 

One percent office fee, in the amount of $100, had already been in 
corporated into the appra sal as builders’ overhead and reproduct on 
costs, and that that charge Wis Improper. He stated that the one-h ilf 
pel ‘ent construction loan fee was permissible, in the event the ve teran 
had purchased a home on the construction loan, and under the cir- 
cumstances involved in the case, so that a construction loan had, in 
truth ind in fact. been m ide, 

Mr. Morton. You are talking about whether it should be included in 
the appraisal. Isn’t that what Mr. Hopkins is talking about, the 
appraisal and not the price / 

Mr. Ty GUE. Wi et] er it should be in the pi T e 

Mr. Morvron. Shoul L be in the appraisal. 

Mr. Ty L\GUR. Are the re any othe questions ¢ 

No response. } 

Mr. Tracur. Mr. Bettles, thank you. 


maser 


Mr. Cuuporr. O juestion. | believe you testified that certai 
building materials were sold to Mr. Pa ve wl olesale. There was a 
certain amount of bu ing materials give to Charles A. Dodge. ilso, 
n the amount of $331. Do you know anvthing about that ? 

Mr. Berr es. | nave » knowledge of any mate! y |< hy ne given to 
Mr. Dodge. 

Mr. Tracur. Under v it circumstances did he get this $351 worth 


of building mate from your company ¢ 
’ ] 


bul 
Mr. Dy rTLEs. In handl hg t he sale s. lw uld nave no Ki owledge of 
any construction work, with the exception of what I happened to 
overhear in the office. 

Mr. Ty \GUE. “ou Knew ibout the Pa ve situation, that Vou ih ted 
on personally ? 

Mr. Berries. I knew that we had told him that we would be happy 
to get anything we could from our wholesalers for him. 

Mr. Cuuporr. You don’t know anything about the Dodge trans- 
action ¢ ' 


Mr. Berries. No. 
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Mr. Scupper. Mr. Bettles, in arriving at the appraised value of 
these prefabricated houses you were building, is an appraiser in a 
position to know what the value is, except from what you tell him, the 
material and the time to assemble it, would run to? 

Mr. Berries. I would like—— 

Mr. Scupper. To make that appraisal, they have got very largely 
to have their figures match pretty much your cost of production. It 
would seem to me that they couldn’t very well go out and make an 
offhand appraisal of a technique that you had developed, any more 
than you could make an appraisal on automobiles that were manu- 
factured. 

You have your set costs and you know the material that goes into 
them and the amount of time it takes to assemble them and on that 
information they have to base their appraisal, wouldn’t they / 

Mr. Berries. No, I don’t think it happens that way. My under- 
standing is the mere fact we have a different technique in the manu- 
facturing of houses shouldn’t affect—I should say our appraisal, unless 
we can build a better house or unless we build a poorer house. 

We happen to have a reputation of building a very, very fine house, 
and if you go down and buy a suit of clothes you buy the finest material 
you can buy and use the finest workmen and technique you can, in 
putting that suit together. 

We assume, after you had several years in business, you are going 
to have a nice suit. That is true of the houses. There are several 
plants in operation throughout the country who are doing business 
with the Veterans’ Administration and FHA and do business with 
every insurance company in the business. The majority of them, 
Metropolitan, John Hancock, Mutual, New York Life, they all accept 
our houses and they have done a great deal of business with them. 

Mr. Scupver. In other words, you sell them a house. How is a 
person who is an appraiser for the Veterans’ Administration going to 
appraise the building that you are the only one that knows the cost of ? 

The manufacturers sell—they sell these big concerns, they come in, 
and the price of your house is $9,000, and that is it. They pay the 
$9,000. You might give them some discount, if they are buying a 
number of them. 

But you are the only one that knows the cost of that. And I believe, 
it seems to me, the appraisal is inconsequential when it comes to 
making up the figure. Your house is on the market for, say $9,000. 
Then they add to that the price of the lot and the closing features of 
the transaction, and that becomes the over-all cost of the property 
to the veteran. 

Mr. Berries. Yes, sir. 

Mr. Scupper. It would seem to me there couldn’t be much dispute, 
if they want to buy one of your houses, and you have a price for 
which you sell it, the appraisal feature is very simple. in my way of 
thinking. 

Mr. Berries. It seems to me that is very true. That is the basis 
upon which we try to and have always discussed it with the Veterans’ 
Administration. 

Mr. Tracur. Thank you, Mr. Bettles. 
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STATEMENT OF MYRTLE SKIPPER LEYSER, HOUSEWIFE, 
SAN DIEGO, CALIF. 


Mr. TEAGUE. Mrs. Ley ser, do you have an attorney W ith you? 

Mrs. Leyser. Yes. 

Mr. Treacur. He may come up and sit with you, if he cares to. 

We are not going to bother you. You tell us the story of what hap- 
pened in purchasing a home, But, first, will you please state your 
name and address ¢ 

Mrs. Leyser. My name is Myrtle Skipper Leyser. Right now I am 
living in a hotel, Keen Hotel. 

Mr. Teaaue. Is that as loud as you can speak ? 

Mrs. Leyser. I have a sore throat. 

Mr. Treacur. Would you rather your attorney told the story? 

Mrs. Leyser. I have laryngitis. 

Mr. Hensen. My name is Harry F. Hensen, Jr. I am an attorney. 
My office address is 1120 San Diego Trust & Savings Building, San 
Diego, Calif. 

I expect she had better tell the story. 

Mr. Tracur. Make it as brief as you can and hit the high points 
of what happened in buying a home. 

Mrs. Leyser. We came from Honolulu in 1949. My husband was 
shipped here, and, of course, we lived in a Navy house, and, wanting 
to buy a house—well, so we went into diffe: rent p laces around, and then 
nere, ¢ huck 


+} 


we went out to Cosgrove, and we talked to the salesman 
Oliver. 

\t that time we d dn’t have any money for a down payment on a 
ho ise, and we d di t know that you had to make a large down pay 
ment. when we boug! t the house. So at that time he sa d we di dn’t 
have to have . down payment, we could give him $5 down payment 
and when the house w is completed we could pay the rest of the money. 

My husband said he didn’t think he could handle it that w iv, d dn’t 
know whether we would have the mor ey when the house was finished. 
They went ahead, and my husband and him drew all the papers and 


; 


evervthi co. and thev started the completion on the house, started to 


work ng on it. I meat 

It went through. nd he said he wot ld eall us 1n everal d Vs ind 
( f, you know tney « illed us and told us it did pass. Well, at that 
time, whe hi the hou { Vil completed and rire Yr we aildl *'t he ir 
} Yy more »| nit | | ( } Sse WAS COll ple ed. Whe the iouse Was 
comp vleted the y signe d the « omp yletion papers on it. 

Before it was completed they thought my husband might go to sea, 
and i hu band went over to C osoTove and Sig) ed the papers over 
there, the complet on notice on the house. But it hadn’t been thor- 
oughly completed. They have never completed it. As it is, If still 


hasn t hes n comple ted. 

Well, when I went to move in the house they wouldn’t give me the 
lke vu less I had the mor ey to make the rest of the down payment, 

Mr. Teacur. How much was that? 

Mrs. Leyser. It was to be $1,200, I think, something like that. We 
had p Lid S5 at the time to buy the house. They were tl e GI, and they 
would bill for the house completed, you know, they call it completed. — 





102 VETERANS’ LOAN GUARANTY PROGRAM 


He wouldn’t give me the key. We went out there to get the key to 
the house and they wouldn't let me have the key. They said they 
would not let me have the key unless I made a down payment or signed 
some kind of a paper, that couldn't have the key. 

At that time I wouldn't sign any paper. We had an awful lot of 
stink about it. We argued and fought about it for a couple of days, 
and went in to the meeting with Mr. Cosgrove and Mr. Mueller and 
my husband, and Mr. Chuck Oliver, and—I don’t know the name— 
Mr. Brockbank, he was there at the time. 

Mr. Cosgrove says, “Why don’t you get rid of the house?” He would 
give my husband $100 for his GI. 

Mr. Hensen. $500, 

Mr. Teacue, Who told your husband that? 

Mrs. Leyser. Mr. Cosgrove told my husband that. 

Mr. Tracur. He would give $300 for his GI certificate ? 

Mrs. Leyser. Yes. My husband said that is what he wanted the 
house for, he fought for the house by his GI rights and he wanted to 
keep the house. We had to sign some papers. I don’t know what 
they were. We didn’t know we were signing a deed. He told us we 
were signing a promissory note. . 

Mr. Treacur. Didn't you talk to someone in the Veterans’ Admin- 
istration about signing this note? 

Mrs. Leyser. Yes, | did, after they wouldn’t give me the key to the 
house that day, and we went down to the Veterans’ Administration. 
Mr. Dodge was there. There was nothing we could do but go ahead 
and sign the papers, he said, so we could move into the house, and do 
whatever they told us to do. 

Mr. Teague. Then what happened / 

Mrs. Leyser. Well, Mr. Dodge did say, after all, that it was our 
house and we should have the house, that it didn’t belong to Cosgrove. 
He did say that much about the house. He said we should do what 
they tell us to do. 

Mr. Teague. What did you do? 

Mrs. Leyser. So we went on back out to the Cosgrove office that 
same evening. It was practically dark. Mr. Mueller—they called 
Mr. Mueller from across the street and he brought some papers over 
there and we signed them. 

I wouldn’t sign, but my husband—they had a lot—I signed it, I 
think. I don’t remember whether it was my husband, but I think 
I signed the papers. My husband said, “What is it?” 

He said, “A promissory note to secure”—that he would get his 
money out of it. 

Mr. Teacue. What did this note turn out to be ? 

Mrs. Leyser. A second deed on the property. 

Mr. Treacur. How much did you have to pay? 

Mrs. Leyser. Well, I just don’t know now. My attorney can answer 
that. I had to sell the house, because they were going to take it away 
from me. I just paid—my attorney could answer that, he handled 
the case. 

Mr. Orr. What was the amount of that promissory note you signed ? 

Mrs. Leyser. $1,200—yes—$1,435. 

Mr. Orr. That was more than you were required to pay as the down 
payment ? 


us 
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Mrs. Leyser. He claimed he did a lot of extra work, and he charged 
us 8-percent interest for that. 

Mr. Orr. How were you to repay this prom SSOry note ¢ 

Mrs. Leyser. We were to pay—my husband made all that deal. I 


think he was to pay $500 down when we moved in the house. He 
would pay it by the Ist of August, I think, and $35 a month for a 
vear. After the first year wi were to pay $70 a month, with 8 percent— 
7 the attorney says. I thought it was 8 I beg your pardon. He 
says 7 

Mr. Orr. Let n read you a quotation here and get you to say 
whether 1 correct ! nu, f it is, as t the payment on this promis 
SOry hote 

$ 

Thirty-five de irs « e each month on the first day of each and every 
month for 1 year be ng June 1, 1950; $250 payable on or before August 1, 
L950 nd the re ning unpaid balance payable in 12 installments of $60 or 
I Nn nth beginning June 1, 1951 rhe t 
princip ind interest of t} note shall be paid in full on or before May 1, 1952. 

Is that ubstantially orrect ¢ 


— 


Hensen. May I speak? 

Mr. Teacur. Y« 

Mr. Hensen. Thank you. 

Mrs. Leyser. We signed that note that afternoon, that evening. real 
late. There was not! hg typed in that blank at all. That ne Le, they 
tvped it and bro ivhnt it over to oul house later. That is the God’s 


tr ith if | ever set in t] hair and told it. 

Mr. Treacur. You signed a blank? 

Mi LEYSER Phi cretary it that time | id gon home nd he said 
t] iT Mr. Cosgrove VW l there il the Lime, but he had left. Hi su ad 
there wasn’t anvthu the secretary was gone and they couldn't fill 
t out, but they wo fill it out and bring it. over to the house. so they 
ala Chuek QO] ‘ cif veread the not to my house. 

Mr. Orr. What k na ot treatment did Vou rect ve ol th = occassion ¢ 

Mrs. Leyser. Well, pretty rugged. They talked, swore a lot, Mr. 
Mueller, and said they would throw me out of the office if I didn’t get 
out, that kind of stuif, that we were a bunch of Navy bums, and all 
k dl ot stull | ke I it 

Mr. Orr. Did ye e any contact with Mr. Dodge or anyone else 
it the Vetera J Ach [ratio atte you s ened this promissory 


+ / 


note ¢ \nd after tl neident 

Mrs. Leyser. Yes, 1 did. Yes sir, we did. 

Mr. Orr. Will you go ahead and explain what happened ? 

Mrs. Leyser. Well, about the floor—the floor was all torn up in the 
house. It was the biggest mess you ever saw in your life. I asked 
them to fix that. ‘J he \ wouldn't do it. 

When | went down to Mr. Dodge. wi told Mr. Dodge about if and 
he said there wasn’t anything he could do about it. 

[ said, “Why do you let him have more GI loans when they have 
the floors torn up in every one of those houses 2” 

Mr. Dodge said he didn’t have anything to do with that. I just had 
to go ahead and fix it myself. 

Mr. Orr. Did you have any difficulty making the payments on your 
house ? 

Mrs. Leys rR. What do you mean about that ? 
Mr. Orr. Making the monthly payments. 
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Mrs. Leyser. Well, they promised to fix—you mean the GI loan? 

Mr. Orr. Yes. 

Mrs. Leyser. Well, we rented a house out. | did have a little diffi- 
culty meeting it because I made the payments, they were all made. I 
don't know what you mean by that question. 

Mr. Orr. Did you have a contract with Mr. Dodge on one occasion 
and then later on at the Veterans’ Administration, and later on have 
another contact with him over at the California Realty & Loan Co.? 

Mrs. Leyser. Yes. We paid our rent over there. My husband was 
sent up to Long Beach on duty, and we come down here on week ends 
to pay the rent, orsomething. I came down and we paid. I paid—my 
husband come down a couple of times. We paid the rent on Saturdays. 

We talked to him about the foreclosure that was coming up on the 
home. And Mr. Dodge said there wasn’t nothing he could do about it. 

Mr. Orr. Did they actually foreclose on your home ¢ 

Mrs. Leyser. Cosgrove foreclosed on it. He put ona foreclosure on 
it and said he was going to take it away from us. We sold because he 
said that. 

Mr. Orr. When you submitted an application to the Veterans’ Ad- 
ministration, were the amounts filled in on that application ¢ 

Mrs. Leyser. Beg pardon ¢ 

Mr. Orr. Were the amounts on your application you made for the 
Veterans’ Administration, had they been filled in or did you sign 
the application in blank? 

Mrs. Leyser. You mean for the Veterans’—for the home? 

Mr. Orr. Do you have your loan guaranteed by the Veterans’ Ad- 
ministration ¢ 

Mrs. Leyser. I don’t know what loan you are talking about. When 
we bought the house ? 

Mr. Orr. When you bought the house. 

Mrs. Leyser. You mean at the Veterans’ Administration ? 

Mr. Orr. The initial application that you made to the Veterans’ 
Administration to have your loan guaranteed, was that filled in or 
was it blank when you signed it? 

Mrs. Leyser. Well, I just don’t know. I can’t remember that. 

Mr. Orr. How much did you actually pay down on this house? 

Mrs. Lryser. $5. 

Mr. Orr. During the investigation did we not show you that there 
was the amount of $1,250 represented as a cash down payment? 

Mrs. Leyser. Yes, sir. 

Mr. Teacur. All right, Mrs. Leyser. Thank you very much. 

Mr. Hensen. Just a moment. She wants to say something. 

Did you spend money on fixing the house up after you got posses- 
sion ¢ 

Mrs. Leyser. Well, yes, sir: we did. 

Mr. Hensen. Tell him about that. 

Mr. Treacuer. Did you spend any money, and if so, how much money, 
in repairing the house / ; 

Mrs. Lryser. Around S600, something like that. 1 could have 
brought all the bills up here with me; something like that. 


Mr. Teacvue. All right. That isall. Thank you, Mrs. Leyser. 
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STATEMENT OF CHARLES R. BERDEL, MANAGER, ALLEN MORTGAGE 
CO., SAN DIEGO, CALIF. 


Mr. TEAGUE. Have a seat, Mr. Berdel. State you! full name and 
address and occupat ion. 

Mr. Berpen. Charles R. Berdel, 2904 Felton Street, San Diego; 
manager of Allen Mortgage Co. 

Mr. Treacur. Mr. Berdel, what is your present or past connection 
with the Claremont Heights No. 1 and Claremont Heights Unit No. 2, 
developed by the Burgene lavares Co. ? 

Mr. Berver. We made the take-out loan for them on about 150 
houses. 

Mr. Treacue. Tell us the circumstances of that, Mr. Berdel. 

Mr. Berps.. You meat 

Mr. Teague. What happened, so far as that was concerned ! 

Mr. Berveu. If | recall, we were approached some time in the early 
spring of LODO and aske a f we would make the loans, Gl loans On that 
tract, both tracts. 

Mr. Teacur. What was the date of that ¢ 

Mr. Bervew. As I recall, February or March 1950, 

Mr. ‘Treacur. February 1950. All right. Go ahead and tell us the 
whole story of what happened on that day. 

Mr. BEeRDEL. We ni de irrangements through our connections we 
have with Mutual Life Insurance Co., where they would take the 150 
loans on complet ion, and appraisal was secure l. 

Mr. Treacur. Now, Mr. Berdel, 1 don’t know what you are trying to 
do. We want you to tell us a detailed story of how you had the two 
appraisals made, the date, ind so forth. if you will, please. If I 
have to ask questions, all right, but we would rather that you would 
tell us. 

Mr. Bervet. Burgener-Tavares, as I reeall—I am sure of it— 
was working with the Veterans’ Administration for the preliminary 
appraisals or tract appraisals for the property on about, as I recall, 
sometime around the first part of July, and they presented the neces- 
sary papers for us to make the formal application for the certificates 
of reasonable value on the tract houses we were going to take. 

Mr. Orr. What dates did you make formal request for appraisal 
on those two tracts, Mr. Berdel ? 

Mr. Berpev. As I recall it, it was somewhere around July 7 or 8. 

Mr. Orr. What happened after you submitted that request to the 
Veterans’ Administration ? 

Mr. Berpev. Shortly after that Mr. Paige asked if I would rewrite 
the letter, requesting the appraisal, and date it June 27, which I agreed 
to do, to assist the guaranty officer. They had been working on it 
for some time. 

Mr. Teacue. Why do you think he asked you to do that, Mr. Berdel ? 

Mr. Berpev. I don’t know. 

Mr. Orr. Being in the lending business, Mr. Berdel, you were fa- 
miliar with the credit restrictions and also regulation X and regula- 
tion W, and all the other regulations, weren’t you ? 

Mr. Bervev. That is right. 
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Mr. Orr. Now, what is your opinion as to why Mr. Paige requested 
you to date, rewrite that letter and date it June 27 ? 

Mr. Bervev. I presume to make it back to the date they were work- 
ing on the appraisals. 

Mr. Teacur. Didn’t you find out the number of your documents 
and dates had to be changed, Mr. Berdel ? 

Mr. Berper. Not until after I was in Mr. Orr’s office. 

Mr. Orr. Would the request for the appraisal have a material bear 
ing on whether or not these two tracts would be exempt from credit 
restrictions ¢ 

Mr. BERDEL. That I don’t know. As I say, there are a lot of pre 
liminary workings done on the tracts, with the Veterans’ Adminis 
tration, and also with the Federal Housing Administration, that | 
know of. prior to June. 

Mr. Teacur. You mean to say, Mr. Berdel, as a representative of 
an investor’s sy! dicate you didn’t know anything about these dates / 
‘| ey weren't n port int to you al a they meant noth oO to you? 

Mr. Berper. I didn’t say that; no. 

Mr. Teacur. What did you say ¢ 


Ir. Be I I rid I presumed they w il ted the letter dated back 
prior to July 1 to tie in with the preliminary appraisal work the 
Vi a 

Mr. O 1) t they tell you \ they wanted to change thi 
late ? 

Mr. BERI No 

Mr. ‘Teact Did you ask them 

Mir. Ber No: L didnt. 

Mr. Cuvuporr. Why did you cl inge the date. if they didn't tell you 
why? Just to accommodate them ? 

Mr. Bi u. No. As I say, I knew the preliminary work had beet 
yroing oO il d the appraisal of this tract, both of then « W th ked 


eral Housing Administration and Veterans’ Administration, way 
back as far as, I guess, March, February, possibly. 


Mr. Orr, You hadn't e mpleted your appraisal until sometime later 
on ¢ 

Mr. Berpet. We had not made the formal request to the lending 
institution. Che builders had contacted the Veterans’ Administration 
office. 


Mr. Orr. Thev had? 

Mr. Berpe.. Yes. 

Mr. Cuvuporr. Isn't it unusual to take these things back to the dats 
of preliminary work? Isn’t the usual practice to wait until you make 
your application to the lending agency i 

Mr. Berpe.. It may be. I mean 

Mr. Cuuporr. In your experience, what is the situation ? 

Mr. Berpe.. Our experience is that we have a number of builders 
that have had their tracts approved and, I suppose, too, certificates of 
reasonable values issued before we have made the formal request fo1 
the cert ficate of reasonable value for the lending in titution 

Mr. Cuvuporr. Did vou ver date back any of these appraisals on any 
other occasion, other than this one? . 

Mr. Berner. I never dated any appraisal back. I have dated one 
letter back, requesting an appraisal. 
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Mr. Cuuporr. Actually, the lending agency got the letter, another 
letter from you, with a later date 
Mr. Berpet. Lending institution. What do you mean / 

Mr. Cuuporr. You represent the lending Institution, you are the 
service company for the lending institution 

Mr. Berpen. Ye: 

Mr. Cuuporr. You made a request for the lending institution, for a 
oan as of a certain date? You did this in writing ¢ 

Mr. Berpet. We made that in the name of our own company, that 

right. 

Mr. Cuvuporr. Afterward vou wrote a new letter with an earlier dat 
on it, for the purpose of satisfying someon the Vet 
\dministration / 

Mr. Berpet. Yes. 

Mr. Cuuporr. W 't that strange, that you found it was cha 


irom dt i toJdune i 
Mr. Berve. I fe t. yes, in Mr. Orr’ hice. I didnt 
Mr. Cuuporr. It \ on the 
oll ( J 7. era 
Ir. Ber \ 
Mr. Mor | see : Mort, ( 
} 
~ 
| Ul (| ) ‘ { | ‘ 
\ 131 wae & 
Nir. Mor \\ O \ 
TY 
‘i I KDEI \ e \ 


liddn't. 
Mir. Morron. 
Mr. Berpen. Yes, 
Mr. Morton. That I have 
Mr. Teacur. Tl . Mr. Berdel 


STATEMENT OF SHANNON DELOS GREEN, JOURNEYMAN PLUMBER, 
FLETCHER HILLS, EL CAJON, CALIF. 


Mr. Treacur. Please state your name, address, and occupation. 
Mr. Green. Shannon Delos Green, 440 Dryden Road, Fletcher Hills, 
Ke] ¢ ijon, ¢ ilif..a ad J Lj} irnevyman plumber. 
Mr. Teague. Mr. Green, did+ you ever sell your certificate of 
ib lity 4 
Mr. Green. I did 
Mr. Teacur. Whom did vou sell it to? 
Mr. Green. To Mr. Roy Brockbank. 
Mr. Teacur. For how much / 
Mr. GREEN. S50 


Mr. Tracur. What were the circumstances that « 
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never use my eligibility, I thought I could get something 


At that time I was workit Y on the (Coser ve tract, not for Cosgrove 
e plumbing company. I happened to mention to one of 


~ emploved WV hether he knew about It. how vou could clispose 


1e ¢ a bility ind realize someth 





miter he came an di me 4 li ic see Mr. Brock 
lt talked to him about it: ; 
Did Mr. Bro kban] tell y ll } e WF is nothing illegal 
Mr. Green. He didn’t. I asked him about it and my wife asked 
1 
nil ) 


Mr. Cruvporr. How did you reach the figure of S500 ¢ 
Mr. Green. Until I asked 
Mr. Cutporr. Was there any bargain ¢ 


Ir. (TREEN, l ntil | asked nbout # hye said he thought he would 


eet that much for it. In fact. I read in the papel ifter that I don't 
recall the date or anything, but it was a few days running in the paper, 
i wal ew veterans, as mvself to sell their Gl eligibility for 

Phy . 
Mr. Cuvpoi You mean that was advertised im the local paper / 


Mr. Green. Yes. 
Mr. Morron. Warning 
Mr. Green. Asking them if there were any veterans wanting to 


them, did you say ¢ 


<e| their eligibility. 

Mr. Morron. In the want ad 

Mr. Green. Yes. 

Mr. Cuvuporr. You mean there was in the want ads an ad saying 
that if there was a veteran that wanted to sell his eligibility he could 
a spose of cs 

Mr. Green. Yes. 

Mr. Teacur. Mr. Green, do vou know that by doing that you can 


/ 


lose all youl rights asa veteran ‘ 

Mr. Green. I do now: I didn't then. 

Mr. Treacue. If the Veterans’ Administration chose to, every vel 
eran that did that could lose every benefit that he has gained. That 
may be $10,000 worth of hospitalization or anything. If the Vet 
erans’ Administration decided to do so, they could take all that away 
from you. I hope the veterans of San Diego hear of it. 

Mr. Scupper. Furthermore, you should be forced to pay it back 
to the Government. 

Mr. Tracue. You mean they should be forced to pay the veteran 
back ¢ 

Mr. Scupper. The veteran should pay the money back, if he re 
ceived money that way. It isa dirty shame. 

Mr. Morron. Do you remember what paper that was in? 

Mr. Green. Union Tribune. 

Mr. Morron. Do you remember approximately when it was? 

Mr. Green. I remember when I read it, I told my wife—there was 
a definite amount of money offered. I think it was $1,500 or $2,500 
I told my wife at the time I sold mine too soon. 

Mr. Cuvuporr. What did it say? Did it give a box number or a 
number to call? 

Mr. Green. I think there was a post office box number. 
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Mr. Mr ADOWS. Could you give us any help at all on the date, what 
vear‘ 
' Mr. Green. About last February, if I am not mistaken. I sold 
mine shortly after that. 

Mr. Meavows. February of 1951? 

Mr. Green. Yes. 

Mr. Cuuporr. You thought you didn’t get enough for yours 

Mr. Green. That is what I told her, I got hooked. 

Mr. Teague. Thank you, Mr. Green. 


/ 


STATEMENT OF ELMER J. HUBNER, GENERAL CONTRACTOR, 
SAN DIEGO, CALIF. 


Mr. Treacur. State your full name, your address, and occupation. 

Mr. Hupner. Elmer J. Hubner, 4108 University, general contractor. 

Mr. Treacur. Mr. Hubner, would you tell us about your relation- 
ship with Mr. A. B. Jackson and Mr. W. L. Clarke ¢ 

Mr. Hupner. Yes. I will have to vo back to the first part of 1950. 
[ have been a building contractor for about 15 years, and when the 
Navy pulled out of Long Beach the businessmen took a sour attitude 

n town, and went to San Diego and sold a lot of Navy people houses, 
not GI or Federal Housing Administration, but a number of officers. 

I built houses for them and I thought I would come down to San 
Diego and thought it would be nicer. I saw this activity of Cosgrove 
ind Anderson and everybody building houses. There was a terrifi 
demand for houses. So I looked around and found 10 acres of land 
out here. I forget the price of it. I wanted to buy it,though. I found 
out if costa lot of money, SO what money my wife and I could dig up 
together—we knew Wrelton Clarke and have for some 15 or 18 years— 
a family friend of many, many years. He had been with San Diego 
Federal for years, and I talked to Clarke about it and I tried to in 
terest Clarke in an automobile agency prior to that, which I was 
familiar with that business, too. But he wouldn’t go for that. 

But | said, “Loan me Ss7.000. I want to go In the building business,” 
mo, l went out and bought this land and found out—] went out 
and looked around, because | have always been aoone horse contractor 
and I never had a fabulous amount of money to invest. The land 
was $47,000, to buy in on this land, and about $22,000 if I was building. 

In Long Beach | go toa bank I know up there and could get money, 
but I couldn’t here. So, 1 got acquainted with Jackson, who lived 

ear Clarke, and borrowed 87.000 from him. Then we bought this 
and for about $22,000 and incorporated the Hubner Building Co. 
lorrence and Wansley handled our corporation papers. 

We didn’t have money enough to build a model house at the time. 
There was a house out on Pacific Coast Highway that had attracted 
i terrific amount of attention. It had a Federal Housing Administra- 
tion appraisal on it; and, taking that appraisal and the land cost and 
inancial charges and our subdivision cost, we figured, if we got around 
SS.688 for building that for veterans, that would be all right. 

We took a set ot plans down to the San Diego Federal. which is 
ommon procedure. You never do business with the Veterans’ Ad- 
ministration or Federal Housing Administration. You take it to 
the lender and submit it to them for appraisal. 


YS424 52 8 
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We opened up this model house, the same week we borrowed on it 


() nis Das i we sold it. that Burgener could have the job ol 
wild oO”, If his Cost Was In li e, ana he was acce} table with thi 
Builders’ Control. I did business with Builders’ Control all my 


Lhe fir ti dav Was a Talinyvy aay, but We sold ou houses. We on| 
had 250, and we didn’t know whether these people would qualify 


ol. We old as manv as ZOU to 500 to 400 houses a week, The second 


week. after the first tract was sold, we could buy land on optio 
but we md to have money. We were :'t vetting any profits on these 
so. we borrowed S35.000 and SDd.000 Trom local DANKS here on the 
strength of these terrific amounts of orders. We had no down-payme1 
aealt at that time; nad. of course, we ran out of land. So. Joe Leb 
and Beni \ Mat col Ss owl ed SO acres of land, and we o ive them Sed Ut 
deposit, ind it depending on the engineers in the Southern Title a 
ll yus we could get lf tle and the Veterans’ Administration looki 
ovel d telling us they would accept it for housing and the city 
f San Diewo. the engineering staff, and the lender O. King it—! 
Int irol Lily | ba \ ulwa ved o1 le 
il 
\ y fl ! Te of those expe} out the 
! ‘ ( eX) ursely Lhd, bv the rine that we ! 
1 eset | " tions for houses. Th 
\ ' wanted s Diego. We only had lar 


Oa i i \\ \ io - > cdleme “4 () vs 
ret | 

5 -houle rofits out of ind we co 
pay off part of ind pl dl Ol And we take out 
tra ( nt ! { a that tl t. we would p 
b tna ‘ i € S400 or deo S750, and t PAT later m 
Ts 


We had a the e houses sold, ai lth was all a matter of positive 
record thi Sout! ern Title X Trust (o.. who han lled these e 
crows. We went tothe Veterans’ Administration with our program 
And we had a letter in writing guaranteeing they would finance eve! 
one of those houses. We estimated 1.600 and it turned out to be 1.50%, 


or we nevel would have stil k oul money nto * We would have 


() 


been better to cut off somewhere back. 

Then the vestigation came ilong. The current men at the Ve 
erans Administration are aomnge everything to help us. We have 
“67 houses sitting out here, and the kids are going to break the window 
and they ire going to get ruined when. God knows, peop! , could move 
into them if they would release them. 

Mr. Treacur. You haven't told me much about Mr. Clarke and Mi 
Jackson. 

Mr. Hupner. Clarke was a friend of mine, and Jackson was an of 


ficer at the San Di vO io deral. Thev loaned me 87.000. ‘| hey wel 
partne! n this deal. Llong VW th some other people. | paid, off th 
rest Id ‘t pay Clarke. I had to keep buying land and buying 
land. and ] n't | . the n wf Clarke and Jacks The 
ina, a | aia { ive the money to pay arke and Jackson. ie) 


resigned from the company June 6, this year. 
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Mr. Treacur. What influenced them to resign / 


Mr. Hupner. Possibly this scandal. Nevertheless, for months they 
had been try ne to re (r] Chey felt the deal had erowh too vig, 
having started from nothing. 

Mr. Tracur. How: ey Was loaned to your company through 


the Neti Bi Diego Feder il 
Mr. Hi BNER, We never rece ved a dime. We presold oul ho iSes. 
We sold everyv one oT thel Hirst. before- we felt we would rathel sel] 


iem first: we were not eamblers 


Mr. CHuporr. You say thes gentlemen loaned the con pany Si, 
OO, or invested—— 

Mr. Hupner. They loaned me $7,000; we formed a corporation. 

Mr. Cuvuporr. Did they get anything for their $7,000 Did they 
have stock in f company ¢ 

Mr. Husner. My attorney can explain that. He set it all up. 

Mr. Cuuporr. | m they got stock they would be investors 
the corporatiol If they ¢ obligation of so nd, 1 Was a loan. 

Mr. Hupner. Maybe 1 got stock. I didn’t pay a ten tia, 


Mr. ¢ HUDOFF. Did .J KS ind Clarke ret stock certificate the 
rooration / 

Mr. Hupner. Yes. 

Mr. Cuuporr. Actually, they were stockholders in the corporation ¢ 

Mr. Hupner. That is right. They were partners and stockholders. 
Wesw tched around ones he vuse the corporation law had no precedent. 


We were afraid we would wind up with 10 pr recent or $12.000 limitation. 
Mr. Cuuporr. I am trvinge to find out whether they were stock 


holders or creditors. If they made a loan to the corporation, they 
wo ild b | creditor. lf they got shares of stock, vot son et] i] oO for 


heir money, they were stockholders. 

Mr. Hurner. They got money. 

Mr. Cuuporr. Dividends / 

Mr. Hupner. $10,000 apiece, each one of us drew 

Could Mr. Brant expla n that. 

Mr. BRANT. l might expla hn some of the mechanics of t] oy ration. 
Originally it was a very loose arrangement between Mr. Hub er and 
Mr. Jackson and Mr. ¢ larke. 

It is mv understanding that initially it started out as a loan by those 
rentleme nto Mr. Hubner. As the deal progressed they found it de 


sirable, from the star ipo nt of Federal income taxes, to in orporate 
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their business, at that time. Mr. Jackson and Mr. Clarke and Mr 
Hubner received stock representing their initial investment in th 
corporat on. 

Mr. Cuvporr. In other words, the loan was paid off by shares o1 
stock in the corporation ¢ 

Mr. Brant. That is correct. The interest which Mr. Jackson an 
Mr. Clarke had in the organization was converted into shares of stock 
Now, in September of 1950, when the excess-profits tax law was im 
pending, it was decided to dissolve the cor poration and form a partne! 
ship, and the parties did that very thing. So the organization, fron 
September, about September 30th, of 1950. the business has bee 
conducted as a partnership. 

On June 6th of 1951, the partnership was dissolved and is now i) 
the process of winding up and terminating. 

Mr. Crruporr. When you formed the partnership, did you draw 
up a partne rship agreement ¢ 

Mr. BRANT. It was drawn immediately preceding the filine of a 
certificate of election, to wind up and dissolve. That was the neces 
sary mechanies, The corporation was dissolved by transferring al 
the assets to the partnership. The actual formalities of setting uy 
the partners, the individuals transferred their stock to the partner 
ship and the assets were transferred by the corporation to the part 
nership. 

Mr. Teacur. Mr. Hubner, there is some evidence we have that 
would indicate that you were granted exemptions as to credit cor 
trols—— 

Mr. Hurner. You say you have evidence ¢ 

Mr. Tracur. Yes. 

Mr. Hurner. I don’t know what you have. I know what I have 
I have plans and maps, topographical maps of this property, filed 
in May. We didn’t even know about credit or regulations. We had 
these 2.400 applications and a commitment from the president ot 
the San Diego Federal for some 13 or 14 million dollars. 1 am just 
telling vou before we got all this information together 

Mr. Teacur. What did you say about $14,000,000 ¢ 

Mr. Hurner. It is a commitment letter guaranteeing to finance al! 
this. They didn’t guarantee to finance until they talked to the local 
Veterans’ Administration, and the title company and all the engineers. 
This was a big project. It started from nothing in May. Every bit 
of that evidence that was consummated in May. and the title com 
pany has a record of the sales. Nobody could date those back. Ev 
erything is a matter of record. That is what floors me, why I can’t 
proceed. 

Mr. Mreapows. You speak of these various paper transactions that 
you have described, in the way of engineering improvements and s 
forth. Was that done, say, by June? 

Mr. Huener. June of what, 19507 

Mr. Meanows. Nineteen hundred and fifty. 

Mr. Hvunner. Well, there wasn’t actually any physical work at 
tached to it. A great portion of it—there wasn’t enough equipment 
in San Diego to keep up with it. We had 250 pieces of equipment 
We had made application to annex the property and we had bought 
pipe and material for the new water system. 

Mr. Meapows. Had you installed any of it? 
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Mr. Hupner. No: you couldn't install it in that short time. 

Mr. Meapows. Are you familiar with the wording of the regula- 
tion ¢ 

Mr. Hupnen. No. 

Mr. Meapows. The restrictions or requirements for exemptions ? 

Mr. Hupnen. No. 

Mr. Mi ADOWSs. It make S reference to the necessity for certain fun- 
lamental improvements to be made. It makes it clear those have to 
e substantial improvements and not paper transactions. 

Mr. Hurpner. It would break everybody in the country. That was 
ong before the credit or regulation X. But I understand it was a 
telecram from the local oflice—from Washington, dated July LY, 
1950. It Says l reading , 

Any requests for appraisals received prior to this date will be under credit 
terms existent at the time of the request 

We made our request 1! May. If you want to help us and some 
veterans out, get those houses released. If you want to know about 
this deal, including the water softeners—— 

Mr. Teacur. Let’s go to the water softeners. 

Mr. Hupner. I went up to the Veterans’ Administration. When 
Mr. Hopkins first came out here, we were on the point of getting ap- 
praisals. San Diego Federal told us to go ahead. We had been 
USY 5 no « ertificates of reason ible values. 

We went ahead and started building on a telephone conversation ; 
t was a deal that fast. 

He got up there and wanted to know how come that the water soft- 
ener Was appraised for $435, which is about a $235 water softener. 

I didn’t know what he was talking about, because—I will tell you 
how the water-softener story started. We had a lot of veterans who 
vanted to put in water ma es and water softeners. 

A fellow named—lI can’t think of his name—worked 
Water Softener Co., and he had been hounding us, and 
e bothered. 

This fellow said he had ¢ cone down to the Veterans’ Administration 
ere, and they told him the \ would accept water softeners, his water 
softeners. 

I said, “You fo dow! ind talk to them and vive them some | itera 
ture and tell them the e, and ] will call. If they will a ept 
water softeners, we will . t-on one subdivision only.” Wed dn’ 
ro over. We had a lot of veterans on vi 


now how vood if woul g 
| our customers we were going to put the 


iwe 6. and we notified al 
wate r softeners in, and the price we had been quoted by the Rolne 
(‘o., $299, the same as they do in Los Ange les, plus installation. 

I talked to my plumbers 

Mr. Cuvuporr. $299? 

Mr. Hupner. Yes lidn’t dare let Rolnett put it in. They are 

nonunion shop. We h o install our plumbing, and I decided to 


put it in for $12 or $15, and the finished installation would come to 


8335. That was supposed to be the price—S$335 and we was asking 


o* 


=8.950 for the house. We sell a house priced at $8,950, and the $335 
rought it up to $9,285. 
Well, it was delayed, and it was delayed, and finally I went down 
d talked to Mahar. He said, “If I had known how much you were 
illowed to make on a unit like that.” 
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I told him I didn’t know. I had never built a GI house in my lif 
before. 

He said, “Tt should be Lo percent.” He said, “All I can vive you Ol 
that is $235, which figure ought to be exactly 15 percent.” 

We told what we had paid for it. We paid S181. I thought it wa 
just. a little profit that we needed, what with all the culvert and storm 
drains that had to be built on the property. On the last subdivision 
there were $40,000 worth of storm drains, because they started small 
back in on the subdivision, and finally came to the big ones. 

Our cost was $181 plus sales tax and installation. I thought it wa 
a nice deal, and we would pick up some extra profit. If Mr. Wyma 
were here, he would tell you the same thing. 

I went down. and Mr. Hopki aid, “How come you get S435 7° 
could never figure those out. whether som« body made a mistake dow) 
there. l don't ficure those things. Mr. Moore, of the FBI, has bee 
after me about how was anybody going to get $100 out of the deal 


| would like to know rh self. We had zold the house to the veteran, 


and there were 149 documents, with $335 each for those wate: 
softeners, and 88.950 for the house. making a total price of S9LS5. 

Mr. Treacur. Let’s leave the house out of it and talk about the wats 
softeners. 

Mr. Hurner. That accounts for the hundred dollars, the additional 

Mr. TreaGue. What accounts for the hundred dollars ¢ 

Mr. Hunner. The allowance. If we used oak floors on the tract 

Mr. Tracur. Don’t get into oak floors. Let’s stick to water softer 
ers. 

Mr. Husner. You said—you asked me. 

Mr. Teacur. Let’s stay with the water softeners. You were get 
ting on your house about a hundred dollars more for the water softe) 
ers than they cost f 

Mr. Hupner. We didn’t know it 

Mr. TEAGUE. You would have if this had not starte I. 

Mi Hurner. We didn’t ever use it. because our contracts wer 


over, Phe resold houses, and the mortgages are recorded, 
Mr. Teacur. Yes, but there was a hundred dollars 

Mr. Hupner. You tell me where it went. 

Mr. Tracur. By adding a hundred dollars to the cost of t 
house 

Mr. Hupner. We had already agreed on the price of the house and 
signed up 149, and recorded the loans. 

Mr. Treacur. What was the price 

Mr. Hupner. The total price of the house was $9.284. When the 
appraiser came out it was $9.300, and some went to $9,670. We stil! 
sold those 149 houses for 89.284. We made a deal with the vetera 
and we couldn’t change it. 

Mr. Tracur. That is not the evidence we have. The evidence wi 
have is that Mr. Paige was going to permit you to add $334 for water 
softeners and another $101 for something else. 

Mr. Hupner. Oak floors. 

Mr. Treacur. Which made $435 above— 

Mr. Husner. Above $8,950. That is exactly what I said. 

Mr. Tracur. Above the price you were going to sell them to th« 
veteran for. 

Mr. Hupner. $8,950, the house. 
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Mr. Tracue. Which would have given you a profit, if it had gone 
on through, of $30,247 over the amount you would have originally 
been entitled to. 

Mr. Hupner. That isimpossible. You have got the wrong evidence, 
because ] would lke to have you tell me how Paige could cet this 
hundred dollars or how I could have gotten it. 

Mr. Mr \DOWs. You le ira his previous testimony here / 

Mr. Hupner. No. : 

Mr. Meapows. And also two or three of the witnesses previously, 
who testified how some of these pe ople cid these things? 

Mr. Hupner. Yes. We rave those to the FBI. 149 names, to go out 
and check, because we had sold our houses first. We never got any 
idditional money after that contract wa igned: we established the 
price first. 
~ Mr. Tracur. Mr. Hubner, it has been readjusted to about $231? 

Mr. Hr PBNER., The house was never sold on that basis. The house 
sold for $8,950. 

Mr. Treaaur. Who would get this money, the hundred dollars, from 
the water softeners / 

Mr. Husner. I would like to solve that mystery and get us from 
under suspicion. By God, I would like to find out. 

Mr. Treacur. There is one thing certain, the veteran didn’t get it. 

Mr. Hupner. The veteran didn’t get the hundred. 

Mr. Teacur. No; he paid the hundred. 

Mr. Hvupner. No; nobody paid it. 

Mr. Teacur. He would have if it had gone on through. Isn't there 
evidence they did pay it on some others, besides this tract ? 

Mr. Hupner. We never had any other tract. That is the only sub- 
division we put it in. 

Mr. Treacur. Maybe it isn’t. Maybe it is a different one. 

Mr. Hupsner. I will agree with you. The house at $8,950 and water 
softener at $335 if we received that appraisal at 39,284, the veteran 
would have paid $335 for that water softener, when he should have 
paid about $235. 

Mr. Cuuporr. Could he have put it in by himself, after he bought 
the house ? 

Mr. Hupner. The list price is $299 in San Diego, uninstalled. We 
bought 140). One time we had a price schedule and the more you 
bought the more it shrunk. 

Mr. Cuvuporr. What did they charge to install them ? 

Mr. Husner. If the house is completed ¢ 

Mr. Cuuporr. Yes. 

Mr. Hvupner. I don’t know, about $35, $40, I think, if the house is 
completed. 

Mr. Cuuporr. What does it look like, a water softener / 

Mr. Husner. I never had one in a house in my life. I wish I had 
never seen this thing. 

Mr. Cuuporr. What does it look like? 

Mr. Huener. A big tank. It is not good for people to drink, I 
found out. It leaves a little salt brine in the water. Lf you have 
heart trouble, look out for it. 

Mr. Cruuporr. You mrt a chemical in the water, to soften the water ? 

Mr. Husner. A bag of salt, and most people forget to. It makes 
t beautifully soft and cuts down the cost. I put one in my house and 
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I have never had a drink since. The women all like them. I would 
like to figure that out. Nobody has been able to figure it out. 

Mr. Cuuporr. I thought we had the hardest water in the country. 
Nobody ever came in with a water softener. I never heard of on 
back in Philadelphia. 

Mr. Hupner. We have nice weather here and the salesmen like to go 
out and hustle business. 

Mr. Teacur. Tell us about the oak floors. 

Mr. Husner. What do you mean / 

Mr. Trague. You started to talk about it. I want to go ahead and 
have you finish it now, 

Mr. Huener. A hundred dollars difference between the oak floors 
and carpeting. 

Mr. Tracusg. Yes. 

Mr. Hurner. That is existent today. In the present regime, if w 
put in—if we get appraisal of $9,300 on a house, based on oak flooring. 
if we put in carpeting or asphalt tile, we give back credit—— 

Mr. Cuvuporr. What do you put under the asphalt tile ¢ 

Mr. Hupner. A concrete slab house—the appraisal is based on oak 
flooring. If the owner requests or wants us to put in something else 
but oak flooring and it is approved by the Veterans’ Administration, 
they tell us how much to credit your account and we send the state 
ment to that effect, reduce the contract. That is fair enough. Lots 
of veterans don’t want any floor; where they have kids they would 
rather have asphalt tile, 

We went back to some 500 houses we had put asphalt tile in and 
carpets in, on the recommendation of the local Veterans’ Administra 
tion here, and made refunds and credits to the San Diego Federal 

Mr. ‘Traaur. On the recommendation or insistence of Veterans’ Ad 





ministration 

Mr. Hupner. We did it ourselves. We did it twice; when they com 
around they wanted us to do it again. I will show you $30,000 worth 
of carpet we have in the warehouse because we thought that that 
would be better: it was recommended. We are still try ing to sel] that 
carpe ting. 

Mr. Tracue. You have any trouble, Mr. Hubner, meeting constru 
tion requirements ¢ 

Mr. Huener. I don’t know. 

Mr. Treactur. None at all? 

Mr. Hupner. I don’t build any house. Clifford Burgener build 
them. When this new regime moved in, they went out. and picked 
our houses apart, from the standpoint that there is no steel in th: 
slabs, but they had been okayed fully by the local Veterans’ Admi1 
ist! ition, and were covered by the plans and specifications, If they 
wanted an I-beam over the door they should have told us when th: 
plans were made. 

We pride ourselves on using the very best of materials, the No. 
grade, and use real tile instead of plaster, and Youngstown cabinet: 
and Formica drain boards. We thought we were building a goo 
house. ; ; 

Mr. Cuvporr. It is all in your specifications. You couldn2t get the 
appraisal if you had the other cheaper type. You are not giving any 
body anything for nothing. 
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Mr. Hupner. We built 121 houses for $15 net a house profit, in one 
subdivision, where the grading and everything ran against us. It 
isn’t the appraiser’s fault. Nobody knew how much trouble we would 
have. Like you would have a layer of rock and can’t get through 
and you have terrific expense in that regard. 

Mr. Teacvr. Is Mr. Eugene Thornton going to be here ? 

Mr. Orr. I don’t think so. 

Mr. Teacur. Do you know Mr. Eugene Thornton, Mr. Hubner? 

Mr. Hupner. No. 

Mr. Teacur. He is supposed to be interested, to have entered into 
an agreement back in September 1950, to buy a lot. 

Mr. HUuBNER. Thornton. I wouldn't know that. To buy a lot—we 
never sold lots. 

Mr. Tt .auE. A home. 

Mr. Orr. Mr. Hubner, what about the $135 in a promissory note or 
promissory notes you required of the veterans? 

Mr. Husner. Well, we wrote up 2,400 orders on the basis of no 
down payment, and then the best information I could vet from San 
Diego Federal and the attorneys and Veterans’ Administration, that 
the impounds, or whatever you call them, closing costs, come to about 
$135, and that we could legally collect that from the veteran, because 
we had told them we would deliver this house on no-down-payment 
basis. 

We loaned them the mor ey and let them pay it back at $5 a month; 
a special account, they paid S5amonth. I told you once before your 
regulations change so much and so often, that if that is wrong it is news 
to me. I can’t read them all. 

Mr. Orr. How was the amount shown in the application to the 
Veterans’ Administration. for the purpose of wuaranteeing and vetting 
the loan guaranteed / 

Mr. Husner. I wouldn't know. I never cid see a survey until 2 
months ago. I never put mus h time in at the Veterans’ Administra 
tion office until lately. I am down there all the time now. 

I don’t know how it was handled. We turn our stuff in to the 
lender and the lender sent it over there and called us to s iy we could 
vo and build the houses. That is what we waited for. We had 
hundreds of men there. It was the biggest operation in town, and 
now it is coing to be stopped and we are going broke with 267 houses 
sitting there. 

Mr. Tracur. Did you ever have a meeting with about 50 of your 
home owners, complaining about this concrete flooring, the substi- 
tuting ? 

Mr. Husner. No. It wasthe oak floor. The first four subdivisions 
we used what is known as oak shorts. They come in lengths of 9 to 18 
inches and an inch and a half in width, and half an inch thick. 

The model house had it in and hundreds of people went through 
and it never give us any trouble. The minute we started using it on 
the job we had plenty of trouble. We found out recently what a 
lot of trouble there was that was caused by the fact that either we set 
our house too close to the ground or the veteran raised the lawns up 
and the moisture got in. Our floor men were giving us a good job 
and we were putting proper materials down. But at the end of four 
subdivisions there was so many complaints that the Veterans’ Admin- 
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istration told us we would have to discontinue that, they wouldn't 
give us any more credit for that type of flooring. 

As for the asphalt tile, we threw it out, we couldn't start any more 
houses with that. We tried to get a substitute. There was proof 
there was a floor being made called Matley blocks, with small pieces, 
and supposed to wrap itself to the floor. We didn't know how vood 
it Was. 

In the meantime we had stopped production and the veterans were 
clamoring, and sent a letter that due to the unavailability of suitable 
flooring, that the houses would have to have asphalt tile or carpets. 

The Veterans’ Administration here took carpet sumples down and 
recommended carpet and made a deal with the Crown Carpet to buy 
this carpet. Then we notified all these veterans we would have to 
use carpet or asphalt tile. Then the battle started. 

Coming in the office in hordes. They rented a big building and made 
me pay the bill. and they vot down there and I took the lender and the 
Veterans’ Administration men went down there and tried to get a 
settlement. Who wants to fight? ‘The upshot of it was that between 
the time that we were told not to use this any more and the time that 
the big battle came up, about a month and a half, which had gone by, 
we ran across a pretty good floor, Matley blow ks. 

Mr. Treacur. Had Mr. Paige had uny drinks before he went to that 
meeting ? 

Mr. Hupner. Drinks? 

Mr. Treacur. Yes. Was he asked at the meeting whether he was 
working for you or the Veterans’ Administration / 

Mr. Hupsner. Well, there was some disparaging remarks about 
everybody present. 

Mr. Th GUE. Some of those pre ent testified there Was some d Ss 
paraging rt mar! s made about them. 

Mr. Hupner. You mean the veterans / 

Mr. Teacur. Yes. 

Mr. Hupner. 1am a veteran myself and I didn’t want to get in any 
hight with that many. I tried to keep peace and stall them off anothe 
LO day s, until we could find another floor substitute People wanted 
Lo put too much lawn under their house. 

Mr. Tract Did you ever give any Veterans’ Administration pet 
sonnel mnhy gl 

Mr. Hupner. At Christmas. 

Mr. Treacur. What and who? 

Mr. Husner. Everybody down there, including the city employees 
and Southern Title & Trust, and dozens of other people I do business 
with. I realize now I gave better gifts than most everybody, afte: 
listening to this stuff today. 

Mr. Tracur. You didn’t pay anybody any money / 

Mr. Hupner. No. 

Mr. Treacur. Did you ever have any financial dealings with any of 
the employees employed by the Veterans’ Administration / 

Mr. Husner. I gave everybody down there—I can’t remember, but 


a case of whisky, and all the giris, it was some kind of a thing to look 


I 
{ts / 


into. I don’t know what you call them,a make-up thing. I gave Frank 
Paige a television set, which immediately caused a comment of, “How 
come you give him a television set, when he is not the head guy? You 





\ 


u 


VETERANS’ LOAN GUARANTY PROGRAM 119 


don’t give Dodge anything like that but you give another guy a tele- 
vision set.” 

We found in our inexperience in San Diego, not knowing our way 
around, that in every institution in San Diego there Is one or two people 
you can get action from, like the Southern Title Co., it is I. J. Billman, 
and San Diego Gas & Electric and the city, you can call at the city 
and half a dozen different people in different jobs, and one or two will 
help you. 

You will say, “What kind of help?” We had about six or seven 
people at the office, and we didn’t know anything about—a guy would 
come in with some funny looking piece of paper, and we would call 
Paige and he always answered the questions for the Veterans’ Ad- 
ministration matters. 

Mr. CiuuUDOFF. You thought that Mr. Paige rendered a greater serv- 
ice than anyone else in the Veterans’ Administration, so you gave him 
1 television set / 

Mr. Hupner. That is right. 

Mr. Cuuporr. What kind of a television set ? 

Mr. Hupner. Is he here? I have never seen it. 

Mr. Cnuuporr. You have never seen it ¢ 

Mr. Hupner. No. 

Mr. Cuvuporr. How much did you pay for it ¢ 

Mr. Hupner. $400. 

Mr. Cuuporr. Must be a pretty good one. 

Mr. Hr BNER. Supposed to be the best. kor LD years l have been 
giving Christmas gifts to every employee in the firms I do business 
with. What I gave in 1950, in relation to the dollar volume, was small, 
compared to what we rave before, in relation to dollar volume. We 
didn’t think wrong We thought that was somethu gy you had to do. 
give presents around, like the lumber companies and the plumbers, 
plumbing companies. Here we give anything to get the materials. 

Mr. Cuvuporr. You were spreading good cheer. 

Mr. Husner. I was trying to get the materials, even bad. 

Mr. Cuuporr. Yes. 

Mr. Treacur. Mr. Hubner, I judge from what you say you feel that 
the veterans and the taxpavers were treated fairly in every way and 
he veterans didn't pay \ | money than he should have ¢ 

Mr. Huener. Not on our houses. The houses sold for $8,800 and 
SS.950. 

Mr. Treacue. And cost how much to build ? 

Mr. Hupsner. We had the lowest rate of profit for the type of in- 
estment. We pay terrific taxes, $190,000, $200,000. We have drawn 
30,000 out of the business i = years. If thatisa good investment if 
that is good, after all the work we have put in—— 

Mr. Cuvuporr. What kind of a house was it for $8,950, a 5-room 
ranch type‘ 

Mr. Hupner. There were 10 different models. 

Mr. Cuvuporr. One floor ? 

Mr. Hupner. One floor plan. 

Mr. Cnuporr. No cellar? 

Mr. Hupner. No; no coal shovel. 

Mr. Cuouporr. Just a heater in the room ? 
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Mr. Hupsner. No. We havea furnace in the wall. The furnace was 
made by Coleman; a first-class furnace made back east. We have 


Crane plumbing. 

Mr. Cuuporr. It is a frame house ¢ 

Mr. Hupner. Frame and stucco, plastered inside and out, and alse 
is insulated with Canen wallboard, instead of buckboard. 

Mr. Treacur. As to Mr. Barber and Mr. McEwen, what did you 
give them / 

Mr. Hupsner. A case of whiskey. 

Mr. Cuvuporr. Everybody got a case of whisky but Paige ‘ 

Mr. Hupner. He got a television set. The FBI has known about 
this. ‘The only thing that has bothered me on this thing is this water 
softener deal. How-could anybody get it, Paige or Dodge or anybody / 
We would have to shake the customer down. 

Mr. Traaur. I would like to know the bank people, the real estat 
people, the builders, that they are all tied in, everybody but th« 
veteran. The veteran is sitting over here by himself. The hundred 
dollars coming in, he is the guy that is going to finally pay for it 
Somebody got the $100. 

Mr. Hupner. Couldn't get it ont of this. If the deal had gon: 
through, I could see where if this had gone through and we had got 
the $100 

Mr. TEAGI E. Why not vive the veterans a case of whisky ¢ 

Mr. Husner. Come out to my office and see what I have given vet 
erans in checks, to improve their yards, when they wanted to do the 
work. 

Mr. Tracur. Some veterans don’t think you have given them very 
much, starting with Thornton. 

Mr. Cuuporr. You mean you give the veterans back more than 
costs‘ ‘That you would give more if you couldn’t make a profit, in 
that settlement about fixing the yards, you would do it/ 

Mr. Hupner. No. Some of them fee!l—I have some cases—I don’t 
recall] the hames -] can get probably- it probably costs SL5O to repall 
something that our crew didn’t do right, as in the yard work, and they 
figure if | give them the $75 or $100 they would do it themselves. 

Mr. Cuvuvorr. You make $75 on the deal. You are not giving then 
anything. 

Mr. Huswner. It wouldn’t make any difference. Uncle Sam takes it 
mostly in income tax, anyhow. I wouldn't care 

Mr. Crouporr. You still make $75 on the deal by letting them do it 
1f you couldn’t make $75 you wouldn’t do it. 

Mr. Husner. I wish I were as sharp as you think I am. I would 
like to show you some of the losses we have. 

Mr. Orr. It is indicated that Barber and McEwen did most of the 
appraisal work in your tracts, is that correct ? 

Mr. Huener. I found that out. 

Mr. Orr. Did you ever on any occasion see Mr. Barber or M1 
McEwen go out there and survey any of your tracts? 

Mr. Husner. I tell you truthfully, when we submitted our first set 
of plans, we had model houses. The land was isolated—the land was 
over in another place. I gota telephone call from Mr. Robertson— 

Mr. Orr. Bruce Robertson ? 

Mr. Hupner. He wasa sort of stout fellow, living on Orange Street 
He said, “Bring the plans.” 
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He checked the model house to plans he had, and he said, “Show me 
the property.” 

I went to the property, and he wanted to know how we were going 
to cut this hill up and make it in kind of a subdivision. 1 took him 
to the engineer. 

So far as Milt Barber was concerned, he was out here during the 
inspection all the time. 

Mr. Cuuporr. You never did see them out there making their 
appraisal ¢ 

Mr. Husner. I saw Robertson. I can’t say I saw Barber or Me- 
Ewen. I saw Barber out there a lot of times. He may have been 
there. I had other things to do. 

Mr. Cuuporr. I believe they appraised Redwood Village tracts 5 
to 7, inclusive, December 7, 1950, and you paid each of those people— 
you paid S35 .000, 

Mr. Hupner. That is right, $15 a house. 

Mr. Orr. Did you ever see them out there making those appraisals? 

Mr. Huener. [t would be unfair—no, I didn’t see them. I never 
went out there looking for them. It wasn't my job. | wanted the 
appraisers. When I would go there, there would be weeks that would 
go by but you could prob ibly ask some of our people, our emplovees 
out there: that would be the best thing. to go out and as I 
foremen and superintendents out there. There wasn't anything for 
me to go out there for. 

Mr. Tracur. Mr. Hubner, I hope you keep doing a job for the 
veterans. 

Mr. Husner. How about releasir oO the 267 house 

Mr. ly \GURF. We are going to try to. 

Mr. Hr BNER. | have more assistance and cooper ratio? { Mr. 
Mahar, on this wall deal. Hy ly me out of a bir l. 

Mr. Treacur. We don’t want you to lose a hundred dollars for this 
water softener. ; 


STATEMENT OF MRS. IONE C. HUBNER, SALES MANAGER, HUBNER 
BUILDING CO., SAN DIEGO, CALIF. 


Mr. Tracuer. Please be seated. Please state your name, occupation, 
and address. 

Mrs. Hupner. Ione C. Hubner, sales manager, Hubner Building 
C'o., 4108 University Avenue, San Diego, Calif. 

Mr. Teacur. I have about two questions. Did you purchase a cer- 
tificate of eligibility from George i Lowe ? 

Mrs. Hupner. No; I have never purchased a certificate. 

Mr. Donne.iey. I would like to talk with Mrs. Hubner. 

Mr. Tracur. Are you her attorney, Mr. Donnelley ? 

Mr. Donnetuey. Yes. 

Mr. Tracur. I asked Mrs. Hubner whether or not she purchased a 
certificate of eligibility from George T. Lowe. 

Mrs. Hupner. I refuse to answer the question on the grounds it 
may incriminate me. 

Mr. Treacue. We will tell you right back we have evidence to indi- 
cate you purchased a certificate from Mr. Lowe, an inmate of San 
Quentin Penitentiary, for the sum of $150, which caused Mr. Lowe 
to submit a fraudulent statement to the Veterans’ Administration in 
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January 1950, which can cause him to lose any benefits he may hav: 

Now, I will ask you another question: I will ask you whether o1 
not you purchased a certificate of eligibility from Mr. James Henry 
Dyer? 

Mrs. Hupner. I refuse to answer that on the same grounds. 

Mr. Teacur. According to the information we have, you purchase: 
a certificate of eligibility of Mr. James Henry Dyer for the sum of 
S150, and caused Mr. Dyer to submit a false statement to the Veterans 
\dministration on or about February 9, 1951. 

Mr. Cuvuporr. Do you know George T. Lowe ¢ 

Mrs. Huener. I know who he is. 

Mr. Cuuporr. Do you know James Henry Dyer? 

Mrs. Huener. He is a client of ours. 

Mr. Cuvuporr. Did you ever have any business dealings with Mr. 
Lowe or Mr. Dyer? 

Mrs. Huspner. I must refuse to answer that on the same grounds 
sir. 
Mr. Teacur. That is all, Mrs. Hubner. 
We will stand adjourned until 9:30 tomorrow morning. 
(Whereupon, at 5 p. m., the committee recessed until 9:30 a. m., o1 
Wednesday, December 5, 1951.) 
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INVESTIGATION OF VETERANS’ LOAN GUARANTY 
PROGRAM 


WEDNESDAY, DECEMBER 5, 1951 


Houser or RerpresENTATIVES, 
SeLcect Commirrer To INVESTIGATE 
EDUCATIONAL ProcrRam Unpber GI Brin, 
San Die go. Calif. 

The committee met, pursuant to adjournment, at 9:30 a. m., at 
Chamber of Commerce Auditorium, 499 West Broadway, San Diego, 
Calif., Hon. Olin E. Teague (chairman) presiding. 

Present : Representat Ives Olin kK. ‘league, of ‘Texas: Karl Chudoff, 
of Pennsylvania; Harold Patten, of Arizona; Hubert B. Scudder, of 
California: Thruston Morton, of Kentucky. 

Also present: Oliver E. Meadows, staff director; and John Orr, 
Veterans’ Administration inspector and investigator; and Harry 
Hageny, committee Investigator. 

Mr. Treacur. The committee will come to order. 

We have two veterans. brothers, I believe. who asked to testify. 
Will you come forward, Messrs. Parker? Each of you hold up your 
right hand. 


STATEMENTS OF WENDELL B. PARKER, CIVIL SERVICE METAL- 
SMITH, SAN DIEGO, CALIF.; AND EDWIN M. PARKER, JR., 
METALSMITH, NAVY AIR STATION, NORTH ISLAND, CALIF. 


Mr. Treacur. What is it that you want to talk about ? 

Mr. Wenveut Parker. He is more informed. 

Mr. Treacur. Go ahead. 

Mr. Epwiw Parker. I have here a letter from my father. I am 
representing my father, who is unable to be here. 

Mr. Treacur. You are representing your father ¢ 

It says: 
lo the Congressional Investigating Committee, Investigating Local VA and 

Associated Dealings in San Diego, Calif.: 

In view of my physical incapacity to appear before the committee in person, 
I wish to state that any statements made by either of my two sons, Wendell B. 
Parker or Edwin M. Parker, Jr., will be representative of my own personal state 
ments as to the facts involved in the construction of my specially adapted house 
under Public Law 702 and amendments thereto. Should the committee desire a 
detailed statement regarding the facts relating to the above, I shall be very glad 
to furnish the committee with an affidavit. 

Edwin, are you going to tell us about it? 

Mr. Epwin Parker. Yes, sir. This housing here is a little bit dif- 
ferent than what we have had. 

123 
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Mr. Treacve. Public Law 702 for paraplegics’ housing, on which the 
veteran is allowed $10,000 on his house. 

Mr. Evwin Parker. Public Law 702 concerns veterans, I believe, 
of World War II, and the amendments go back to World War I, whic! 
my father is of. 

Mr. Tracue. He isa paraplegic victim of World War I? 

Mr. Epwin Parker. He is paraplegic, not totally, not from th 
hips down: in his spine and arms and other parts of his body. 

Mr. Th AGUE, He is enough disabled so he was allowed housht ay 
under Public Law 702? 

Mr. Epwin Parker. Yes, and the amendments thereto. 

Dad received a letter from the Veterans’ Administration’s off 
regional office here in San Diego, in December 1949, I believe it wa 
stating that he was eligible under this deal here to have one of thes 
veteran’s houses. 

So he rephed back to them, and they sent him the request forn 
He filled those out and they were sent to Washington and sent bacl 
to him. He was called to the Veterans’ Administration Hospital 
Birmingham and then—rather, first, the notice was sent back to hin 
that he was eligible, and he was sent to the Birmingham Hospital a 
Birmingham for examination. 


After the examination he came bas k, and he was 1n contact Wit! 
Mir. i ve ube t tl s housing, who was the loan-guaranty otlice1 het 
tt l Mi P ve came out to the house. and the folks met h 1 
for t t time, and they talked over the situation. 

So ca ent out and looked for a lot, and they found a lot. ‘J 
Veterans’ Administration sent out to appraise the lot, and dad pa 
for the lot $3,000 then. He paid for the lot then. 

Phen, } eeding to Mr. Paige, Mr. Paige came out again and the 


} 


faiked 1 o\ t the pl ns. | ey \ inted to get time to talk abo 

tne plar . Chey had an idea what they wanted, and Chey said t] 

they h id asked him if he had any plans down there. He said “Yes. 
but the uldn't want them, they wouldn't be any good. So the 
had il clea. 

Mr. Wenvevxt Parker. Just a minute. 

Mr. Epwin Parker. When Washington wrote that letter, tellin J 
dad that he was eligible, they also told him they had a set of pla 
they could v0 by in the veterans’ oflice here in San Diego. 

However, the folks got an idea of some plans out of a magazi 
which they liked pretty well, and they asked Mr. Paige about it, a1 
he said, well, he would take those plans and see what he could do. 

A few weeks later he came out agaln al d he had the plans— or, 
that time they asked him about an architect that they wanted t 
vet an architect, and he said “No,” he wouldn’t advise them on that. 
that he would take care of everything, that he had dealt with thi 
Veterans’ Bureau for over 20 years and never had any misunderstan 
Ing’, that they were perfectly above board. And so he did advis 
father to trust in them. They spoke about taking care of everythi 
there. 

So he uid that somebody in the Veteran’s Bureau there woul 
draw the plans up for him and it wouldn’t cost him any $1,500 for a 
architect. He said to let him take care of everything. They wante 


to vo UV Tils agreement there. 


or 
— 
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Mr. Wenpextt Parker. They said it would cost about $450 for a 
draftsman. 

Mr. Epwin Parker. And they said it would cost around $450 to 
have the plans made. So they agreed on it, and plans were drawn up 
and brought out. 

And the first set of plans did not appeal to the folks. The garage 
and the sunroom were on the wrong side of the house for that partic- 
ular type of lot there, where it was situated. 

So there was no contract made at the time, or anything; just dis 
cussing it. 

Well, he said he would take care of that and change it over. So he 
called up the folks and he said they were speaking about a con- 
tractor; dad, not knowing much about the contracting business or 
anything, asked him for advice on a good contractor. 

So he said he had one in mind, a very good friend of his, and they 
gave the name of Joseph Tarnowski from La Jolla. That was all 
that was said there. 

A few days later he brought the plans out with Joseph Tarnowski, 
and they talked over the deal there. The folks had met him for the 
first time. They got a chance to look at the plans for a few days 
there, 2 or 3 day s, and then he said that bids would be called for, 
that there had to be three bids; and he called dad on the telephone 
and he said that the three bids had come in, and Tarnowski’s was the 
lowest bid, and he did not tell dad who the other bidders were. He 
said he didn’t have them before him, and he didn’t know where they 
were at the time. And we could not find out who the other bidders 
were. He said that dad would have to take the lowest bidder, which 
was Joseph Tarnowski 

So the folks went ahead on that deal in accordance with him. 

He came out, then. on the 13th of October L950, with Mr. Tarnowski 
and the plans. 

While they were talking over the situation I was there and looked 
over the plans. The folks didn’t know too much about plans at all. 
I looked over them and I found in the plans where the washroom 
was too small. It was about 4 feet wide and you couldn’t even open 
the doors to the equipment in there. So that had to be changed. 

Mr. TI AGURE. In other words, the washroom had to be built so a 
wheelchair could be rolled through the door ¢ 

Mr. Epwin Parker. No: the equipment in there, and the doors were 
equipped so you couldn't even open them up and stand in there; no 
room. 

So they said the varage would have to he extended. The garage and 
the washroom were in the same section there. So the garage would 
have to be extended. 

So Mom asked Mr. Tarnowski what that would be. He gave her a 
figure on that then. That was around $380. 

At the same time they discussed the wall in the back. The lot was 
almost level at the time. 

That money was paid by check then. My father happened to have 
saved his Government money from his insurance and his savings, his 
Government war bonds, and they put that money in cash then. They 
paid the whole thing in cash right there. 

They told them they would start paraplegic treatment, if it would 
be possible to do that. They asked him how he could do that with the 
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washroom and everything. He said, “We will fix that all up.” He 
said, “We will put it through building control,” and he will verify the 
$10,000 check that will come from the Government. 

So they gave the cash and money and everything, all right away. 
Mr. Paige then said that the plans would have to be changed on the 
garage, to extend the garage out. 

Mom wanted to keep the plans she had, so she kept them, and Mr. 
Paige had written the figures, what it would cost, the extras, on the 
plans. They were taken back. 

About a week later a man came out from the building control with 
plans, and the folks asked him if those were the same plans. He was 
quite in a hurry, and they wanted their copy. He said he didn’t have 
their copy, that these were the building control’s and 'Tarnowski’s 
plans; they would have to furnish them to Tarnowski and the build 
ing-control office, so they could get a permit and start construction. 

A few days later Mr. Paige came out with plans in a hurry, threw 
them on a table and said he had to be gone. And mom asked him 
and dad asked him if those were the same plans, except with an 
authorized change, and he said, “Yes,” and left. 

Well, it took them several days to look over the plans. And I was 
inonthat. And we began to find out that the plans had been changed, 
even down to the size of the bolts that went into the foundation. 
Everything had been almost completely changed. 

He got other plans and came back that were supposed to be the 
working plans. They were the ones that were changed. One of the 
ramps to the sidewalk was left out. The bolts. The 26 ceiling 
joists were changed to 24’s. There were many discrepancies in the 


plans. 

So they began to worry about that. Meanwhile, the house went 
under construction. One day Mr. Davis, who was construction analyst 
for the Veterans’ Bureau at that time, came out and wanted to take 
dad up to the place; and I took off early that afternoon and came 
out. and we took dad up. He wanted to find out about the bathroom, 
which way the toilet sat. He can only sit on it a certain way because 
of his condition. ; 

We found out then that the bathroom was entirely too small. He 
couldn’t even vet his wheelchair around the door, let alone move 
around in it. 

So we asked who made the plans. We got in touch with Mr. Paige. 
He didn’t know. We asked Mr. Tarnowski. He didn’t know. Mr. 
Davis didn’t know. And it wasn’t until quite some time later that 
Mr. Dodge the same Mr. Dodge came into the picture because we 
found out since that Mr. Robert Skinner was one of the men who 
made the plans, and a Mr. Evans, to help him, and through Mr. 
Evans we found out that there was a third party in that; but we 
have never been able to find out who the third party is. 

So things went on from there, and when the question Was raised 
things began to go wrong from that time on. There were. time afte: 
time, different changes that came in there. 

So the fireplaces started to go up. The plans had been changed 
from the fireplace that had all brick to a wooden back. Mr. Tarnow 
ski said that was his idea, that he figured it should be done that way. 

When I asked him about the house he sald he was voing to build the 
house to his owl ideas, and he cid. Well, he worked from two sets 
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of plans, back and forth. The fireplace went in, back to the original 
plans, after the building inspector came down there. And the folks 
had to go to them on it and agreed that they would go back in that 
way. 

So Mr. Tarnowski put the fireplace back in the way it was originally. 
However, as I said, he said it was his idea, the changes in it. But 
when we asked him who changed it, he did not know anything about 
the plans. 

We asked him if he knew Mr. Skinner. He never heard of the man, 
never saw him. It has been that way all the way through there. 

We went to find out where Mr. Skinner lived. An address was 
given. 
~ Mr. Wenpvett Parker. Wait a moment. Just tell how this hap 
pened. I will tell you about part of it. 

One day my father and brother and mother and I got in the car to 
go down to look at the house. When we got there—it was Saturday— 
when we got there Mr. Tarnowski was already down there working. 
My dad couldn't get out of the car, and we got Mr. Tarnowski to come 
to the car, to the curb, and got around to talking about this plan, and 
asked him again who had made these changes in this plan. 

Mr. Tarnowski said. “I don’t know.” 

And we Says, “Well, we found out from Mr. Dodge that Mr. Skinner 
is involved here somewv here, al d he s supposed to be the draftsman.” 

My dad asked Mr. Tarnowski if he knew Mr. Skinner. And he said, 
“No: I don’t know him.” 

By that time everybody was getting suspicious. We thought maybe 
this Mr. Skinner might be a dummy, be somebody else, just a dummy 
who had somebody else’s name. : 

So Tarnowski let the cat out of the bag by a little argument there, 
by saying, well, the draftsman had already been paid. So that gv 
us the information that we could vO down to bi ildine cor trol and find 
out who the draftsma Was a d where he lived. 

So we went cirectly qaownh there and found the address on We { 
Muirlands Drive. La Jolla. and we went down there. and this addre 
was Mr. Paige’s address on West Muirlands. 

Well, we came back and told ny dad about it. And that abort 
all we found out where Mr. Skinner resided. 

Before this took place Mr. Paige was over to the house one time, 


ave 


and ry dad had asked m who Mr. Ski: ner was, and he told him 
well, he didn’t say “Yes”; he didn’t say “No”: if he knew who he was 
But he evaded the question by saying, “He is out of town right now. 
He Is up In Los Angeles g ny to school.” 

That was about all we could get out of him. He wouldn't tell us 
who he was or what his address was even in Los Angeles. 


Mr. Teague. What is your situation now / 
Mr. Enwin Parker. Well, 1 would like to tell one more thing con 
cerning Mr. Dodge. 


Mr. King, from the Was! neton office, wrote and told how the hon se 
had to have a paraplegic room and paraplegic equipment, exe) 
equipment init. Mr. Dodge spoke of that to the folks, and they ask 


him about it. 
He said, “Oh, we will] bring out some equipment and put it in here 


for | couple of day . ane then take itl away; and f anybe \ s Vou 
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about it, just tell them that you couldn’t use it and you gave it away,” 
which isn’t right. 

Mr. Cuuporr. Who said that ? 

Mr. Epwin Parker. Mr. Dodge. The house was started in October 
1950, and the controversy about it is still going on now. The doors 
have only been cut short, they have all been cut short, and some little 
things are not fixed. The faucets were lacking for 6 months. 

Mr. Tracur. Is your family living in the home? 

Mr. Evwin Parker. No. They have not got possession or anything. 
They say the house is completed. Mr. Tarnowski says it has been. 
He has quit the job several times, and he has notified several people 
there, and he said he notified the Veterans’ office and building control 
it is completed. The folks still don’t know when they will get in. 

Mr. Tract BE. Edw in, have you been back to the Veterans’ Adminis 
tration and discussed the matter down there / 

Mr. Epwin Parker. I haven't. My folks have talked to everybody 
they could. They talked to a man named Mr. Weber, who has been 
very, very nice, and has been decent about it and is trying to do some 
thing. I understand there was a man out there to inspect the place. 
Tarnowski has insisted it has his approval and they will have to take 
the house the way it Is. 

Mr. Tracur. How much money has your father and mother put 
into the home ? 

Mr. Epwin Parker. There is now $24,000 involved in it. 

Mr. Teacur. Including the $10,000 from the Government ? 

Mr. Epwiw Parker. Including that. The original cost was $19,100 
Then when the garage was added on, they paid the extra right then, 
which brought it to S19.780. Over $1,000 has to be paid for a retain 
ing wall, which had to go in now, because Mr. Tarnowski dug a hole 
back of the lot down to 7 feet. Hesaid Mr. Davistold himto. That 
ruined the lot completely, and the water still stands in there, and that 
expense had to be paid. 

So the folks had to go ahead and build the retaining wall. The 
water keeps coming in the back. 

Mr. Teacur. Edwin, you talk to the people at the Veterans’ Admin 
istration and see if they can get this straightened out, and if you don't 
get it straightened out write the committee a letter in Washington. 

Mr. Cuvpvorr. How far is this house from San Diego / 

Mr. Epwin Parxer. It is in La Mesa. 

Mr. Cuvuvorr. How far from here? I am not familiar with this 
area. 

Mr. Epwin Parker. About 13 miles. 

Mr. Cuuporr. I am going to be here tomorrow. I don’t know 
whether the committee is going to be here. If you call me up, I will go 
out there. I want to see what this place looks life, myself. 

Is that all, Mr. Chairman ? 

Mr. Teacue. That is all. Thank you, Edwin and Wendell. 

Mr. Hegg, will you come up, please ? 


“ 
—— 
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STATEMENT OF ROY E. HEGG, PRESIDENT, SAN DIEGO SAVINGS 
AND LOAN ASSOCIATION, SAN DIEGO, CALIF.—Resumed 


er Mr. Treacur. Mr. Hege. information has come to us that you have 
rs told newspaper people, radio, and television people, that you would 
le cancel your advertising if they published your name as a result of this 


hearing. 
Mr. Hrec. May I discourse on this for a minute; take the time of 


£. the committee ? 

n. Mr. Treacue. Yes. 

le Mr. Hece. Quite a number of months ago we originated a program. 

o| [t is a little program, about 3 minutes of news and just about a minute 
and a half of commercial. This little program we built up through 

. my advertising agency. 

| About 2? weeks ago there seemed to be some kind of argument be 

S tween the station and the advertising agency. My direct contract with 

nN the agency, Mr. Haakenson, who is back vesterday and will be here 

; tomorrow—he told me some of the arguments that occurred at. that 

° meeting. 

ce Now, we came to the meeting day before yesterday at about 10 min- 
utes before broadcast time, which is at 8:55 in the evening. My an- 

i nouncer called up about 10 minutes of 8 and said he was having 
trouble. 

I said, “What do you mean ¢”? 

“Well,” he said, “I have had my copy all approved by the station 
management, but Mr. Kennedy now has come in and wants to counter 
My mand the program and wants to go on the air and tell about the Vet- 
, erans’ Administration investigation.” 

. | said, met right. Then « hange your copy.” 

“But he wants to mention vour name at the San Diego Federal.” 

L said, “What about the other members that are on the committee’ 
I mean, “What about the other 40 names?” 

He said, “Why don’t you talk to Mr. Kennedy ?” 

I said, “I would be happy to.” 

Mr. Kennedy said, “Hegg, I want to mention your name.” 

I said, “All right. What about the other people involved?” 

He said, “I am not taking orders from any advertising agency.” 

I said, “I don’t think you are doing the fair thing.” 

He said. “We are canceling out the program.” 

I said, “Take it easy.” 

“T am off the air.” 

Who hung up first I don’t know. I have a copy in my pocket of the 
, heading of the advertising agency; also the announcer on that pro- 


P gram, and I have his copy of his commercial. May I read it to you? 
Mr. Tracur. Yes. But I want your answer. Have you told news- 
papers the same thing? 
Mr. Herea. Newspapers / 
Mr. Tracur. Yes. 
Mr. Heae. Now, we are on a program on the radio station. We 
have a new program, a news broadcast, at 12 noon, and I have checked 
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and see whether I have to instruct the announcer as to the mention 
of any name—— 

Mr. Treacur. Have you talked to anyone in the newspaper business 
in San Diego then saying that you would cancel your advertising 
1f—— 
Mr. Heee. No; I have not. 

Mr. Tragur. No newspaper in San Diego? 

Mr. Hrac. No. 

Mr. Cruvporr. T want to remind you that you are under oath when 
you answer that. Answer that question. 

Mr. Heac. I am still answering “No.” 

Mr. TraGuer. How long is the script ¢ 

Mr. Hrag. This is just part of the seript, and I will turn this over 
to you. Here is the part of the program, headline, “VA Probe” 

Here at home a special House investigating committee has subpenaed 40 loa! 
officers, builders, and VA officials to start testimony tomorrow along its probe of 
VA home loans. Ten persons have been accused of Federal offenses. The heat 
ngs are scheduled for 10 tomorrow morning at the Chamber of Commerce. 

Now, Rex May’s statement, which was approved by Messrs. Chernot 
and White for station and stopped by Kennedy. 

Mr. Ken: edy, unbeknownst to me also—in fact, I had two call 
from Associated Press reporters. They said that one call came from 
New Orleans and one call from Chicago, and they wanted to know 
the story about this. And he said, “What has happened here?” 

“We are going on the air tonight. This thing is just a little squabble 
between Mr. Kennedy and myself.” 

“T can’t understand it. I heard there has been information put 
out by Mr. Kennedy.” 

May I read his release? 

Mr. Tracur. Yes. 

Mr. Hrec. This is the release by Mr. Kennedy : 

San Dieco, CAuir. December 4, 1951 (United Press).—Television station 
KFMB-TV announced today that it had canceled a regular 5-minute newscas! 
because the sponsor had demanded the program not include details of a con 
cressional subcommittee hearing in San Diego. The subcommittee, headed by 
Representative Olin E. Teague, Democrat, of Texas, is conducting a probe of 
local Veterans’ Administration loan scandal, in whch seven persons have been 
arrested. Two of those called to testify are former vice presidents of the Sar 
Diego Federal Savings and Loan Association, sponsor of the program. Statior 
owner John Kennedy said the program announcer, who is employed by the loan 
company and not the station, told him he had been ordered to omit the name ol 
the company in reading the list of those subpenaed. “I talked to the loan 
association president, Roy Hegg,’ Kennedy said. “I told him that I would no 
permit any suppression of news, even if it involved a sponsor, and that unless 
he recalled his order to his announcer, I would cancel the program. With that, 
Hegg said the show was canceled and hung up.” Kennedy said he believed it was 
the first case where the question of handling news over a television station had 
been brought up. He said he immediately filed a report of the incident with the 
Federal Communications Commission. 

I thought that was perfectly fair. This was all approved by the 
manager. I have here in the room the announcer and the head of my) 
advertising agency, and they can give you more details on the set-up. 

May I say one more thing? In reply to this, to the Associated Press 
I sent in this copy. It did not appear in the local paper. -1 think it 
died in the East. 
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Here is my report: 

San Drireo Carir., December 4, 1951.—KFMB-TV's 5-minute local newscast 
of world events became a tempest in a teapot today, and after a 1-night suspen- 
sion, finally wound up back on the air, a misunderstanding having been com- 
posed between the station's top management and Roy E. Hegg, president of the 
San Diego Federal Savings and Loan Association, sponsor of the program 

Hegeg answered the station's allegations that news had been suppressed by 
denying that his announcer had ever received any instructions as to specific 
handling of a new ite! nvolving a congressional subcommittee hearing in San 
Diego, concerning a probe of local Veterans’ Administration home loans 

At air time last night the announcer had approval from the station's news 
editor to read a general statement regarding the probe, which was to be con- 
ducted the following day Approval was rescinded at the last minute 

While the station demanded that the names of the people subpenaed and their 

ompany Affiliations be included in the story, Hegg pointed out that such a 
st of names and affiliations was not then available, and the disagreement led 
to the 1-night suspension of the program 

Unknown to Mr. Hegg, the station had released a news item to the wire 
ervices, and had filed a report of the incident with the Federal Communications 
Commission, which is now receiving the sponsor’s version of the incident 

Now, I have my announcer here and the head of my advertising 
agency, and I think they can give you more details. 

Mr. Teacur. All right. sir. But first I want to Say that ] got a 
tip from Washington that a man out here by the name of Hegg had 
played a big part in keeping this whole thing out of the papers and 
n keeping your organization from being mentioned in the newspapers. 

Mr. Hrea. That is not true. 

Mr. TEAGUE. W hether it is true or not I don’t know. 

Mr. Heee. That is not true, sir. 

Mr. Treacue. But I do know that throughout this investigation 
prominent people around San Diego questioned some of your 
practices, 

Now, it is a rather heavy responsibility on a chairman of a sub 
committee to try to see that every person is treated fairly. and we 
try In now1se to hurt a person, unless we know what we are talking 
about, in any of our hearings, but I didn’t have a subpena for Mr. 
Kennedy : but I did make the statement that unless he would come 

p here, I would subpena him in Washington. However, he is i 
the room. 

I will tell you, Mr. Hegg, that that was mentioned to us in different 

Lys, that you asserted pressure. 

Mr. Hree. What pressure could I assert ? 

Mr. Teacvur. To cancel acvertising. 

Mr. Hreaa. I have not; no. 

Mr. Tracur. How much advertising do you spend with the average 
newspaper in San Diego a year? 

Mr. Hleee. 1 would say that our program probably runs about 
40,000 a year, all radio and television and newspapers. There never 

is been a statement, so help me God, where I ever asserted my com- 
pany in trying to bring any kind of pressure. I don’t do things 
that way. 

Mr. Treacur. I hope that is true because if you did things that way, 


you are ina mighty big job to do business that way. 


Mr. Heea. 1 don’t do things that way, but right here is the an- 
ouncer to make his verification of it. 
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Mr. Teague. I think we have heard enough. I don't hear Mr. 
Kennedy. Mr. Hegg, if you specifically want this man to testify, 
that isallright. Iwill give you that opportunity. 

Mr. Hee. I am left a little bit in the shadow. 

Mr. Treaeus. All right. Let him come up and tells us what hi 
wants to. 

Mr. Heee. The young man here. 

Mr. Treacur. We don’t want anybody that doesn’t deserve to be 
here. 

Mr. Heee. This young man here was there. 


STATEMENT OF REX ARTHUR MAY, FREE LANCE TELEVISION 
ANNOUNCER, SAN DIEGO, CALIF. 


Mr. Treacue. All right, sir. In your own words, tell us what you 
would like to about this situation. 

Mr. May. Well, I just work as an announcer, who makes his living 
by appearing for people on television. 

Mr. Cuvuporr. I would like to get one thing straight in my mind 
before you continue. You are not employed by this station ¢ 

Mr. May. Yes; | do some work for the station, too. 

Mr. Cuvuporr. Are you employed on this particular program by 
the station ¢ 

Mr. May. I am employed on this particular program by the station, 
and I am paid for it by San Diego Federal. 

Mr. Crvporr. You are their employee? You are an employee of 
San Diego Federal? Your only duty is to that association in this 
particular program ¢ 

Mr. May. Well, my chief duty is to report news properly to the 
people who watch television. 

Mr. Cuvuporr. But you are paid by San Diego Federal ? 

Mr. May. Yes. 

Mr. Cuuporr. You couldn't be paid by anybody else, if—— 

Mr. May. I imagine I could get into the open field. 

Mr. Cuvporr. I am talking about this particular program. 

Mr. May. I do the program for San Diego Federal as a news show: 
ves. Well, I think probably few people know about the program wi 
less I go into the background. 

Mr. Tracur. You don’t have to do that. We have got a long way 
to go today. We have got to conclude today. I do want your testi 
mony, but I would like to cut it down as much as possible. 

Mr. May. I have 414 minutes, because I have 15 news items, and 
many of them can be too long. For that reason I do condense a good 
deal. I never deal in specific names or anything, unless a news iten 
is of tremendous importance when I cover a headline, and then | 
talk about the individual. 

Things on this program, by nature, are so condensed. I wasn't 
going to use this item, because it was not one of the big stories of the 
day. 

I was called on the telephone about 6:30 Monday evening and 
asked to have a statement concerning this probe that started Wednes 
day. and to have it O. K.’d by the news director and station manager 
of television, which I did. I wrote up the statement, and I had 
verified by telephone with Mr. Paul White, news director, and Mr. 
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Chernof, the manager of the station. And I explained to them that, 
by reason of the nature of the program, I couldn’t go into all the; 
names involved. There was, as I understood, a list of 40, which would 
take up the full 5 minutes. 

And they listened to it and O. K.’d it; the item. And I went on and 
stated that at the time 10 people were arrested under Federal offenses, 
that the hearing date was set here for Tuesday and to continue Wed- 
nesday. So I presumed the statement had been that my obligations to 
everyone were fulfilled. 

The program was on the air 5 minutes to 8, and I was busy putting 
up my props. And about 20 minutes to 8 Captain Kennedy ran back 
in the room and asked me if I was going to say that San Diego Federal 
was going to be involved. 

I said no, I wasn't vyoing to mention any of the 40 people, because 
[ didn’t know who they were, and the story had been O. K.’d by his 
news director and by his station manager. 

So that was all I told him, and that was the plan. 

“Well,” he said, “it has to be used.” 

And I tried to explain to him that by the nature of the program I 
couldn't use the whole thing, because it would take up my full 4% 
minutes. 

He wouldn't listen tome. “I am telling you how news is going out 
on my station.” He says, “You won't do this because you have been 
told not to.” He Says, “I want you to use the entire, actual facts.” 

“I won't use names. If I use any names, | will be using them all. I 
don’t want to pin-point anyone.” And I said, “Those are my instruc- 
tions, and I think they are fair, and in my obligation as a news reporter, 
I think that that is the thing to do.” 

He said, “Well, it has got to be done the other way.” and he men- 
tioned these names, and he mentioned by name the San Diego Federal 
Savings & Loan Association. He said, “Are you going to put them all 
in?” 

I said, “I don’t think I can,” and I said, “This is the news item which 
has been prepared, and I think it is sufficient.” 

Then he immediately said, “If you don’t put them all in, you don’t 
go on the air.” 

I said, “I only work for the people. I have nothing to do with it. 
Why don’t we call the agency, the sponsor, and find out how much is 
going to be involved, and how they feel about it; using all these names 
or a partial list of names?” 

And I had never at any time read one name or a list of 40, because 
there wasn't a list of 40. I didn’t have the list of 40. 

And so I called the chief executive who is in charge of this program 
and he was out of town. So | naturally called Mr. Hegg, because he is 
the man who we always turn to when we have a matter of advertising 
or type of commercial that we have on the program. 

He said, “I think you are right. If you are going to read any, read 
them all.” He said, “I don’t think you should read any names at all, 
because the hearing hasn't started. Why should we?” 

So I didn’t want the responsibility of conveying his conversation 
to Captain Kennedy, and I gave Captain Kennedy the phone. What 
was said there was very strong on my side, and he said, “You are off 
the air.” 














134 VETERANS’ LOAN GUARANTY PROGRAM 


But IT never refused to read one name out of the list of 40. 1 didn’t 
have the list, and it was not our responsibility. 

Mr. Tracur. Thank you, Mr. May. 

Mr. Cucporr. 1 want to ask Mr. May one question. How long 
have you been an announcer? 

Mr. May. I have been in radio since 1948. I worked 10 months for 
the television station. 

Mr. Crruporr. You do primarily a news broadcast ¢ 

Mr. May. No. I have a news broadcast and I have a commercial! 
on it. 

Mr. Cuvporr. Is there a custom of the trade in radio or television 
that all news is to go through a news editor of the station and to 
comply with the editorial policy of the station ¢ 

Mr. May. Yes, sir. But when I first started working for thi: 
station, I don’t believe this man was here in that capacity. They told 
me to take my stories and use my own common sense about them. I 
did that for a full year. 

Mr. Cuvuporr. I get the feeling that you weren’t working for this 
station: you were working for San Diego Federal and nobody else, 
who was your sponsor and, naturally, of course, you would try to 
please your sponsor, if you could; isn’t that right ? 

Mr. May. Concerning news, I want to tell the good people of this 
base area that we try to tell them the news. 

Mr. Cuvporr. That is to be determined by the editor of the station / 

Mr. May. Yes. Fora full year they thought I was doing a fine job. 

Mr. Cuvporr. You aren't to make the decision. They are to make 
the decision. 

Mr. May. Yes: but I was going to cover the story. 

Mr. Cuvuporr. But their decision was against this sponsor; there 
fore, you didn’t want to go on the air; is that right ¢ 

Mr. May. No; I don’t think that is right. I wish you would repeat 
that again. 

Mr. Cuvporr. I say, the policy of the station editor was against the 
interests of the sponsor; therefore, you decided in favor of the 
s wnsor ¢ 

Mr. May. I wasn’t deciding with anybody, sir. I was acting, to 
the best of my ability, the way I thought it should be handled, accord 
ing to the length of the program. I wasn’t trying to point the 
finger. I didn’t have all the names. I couldn’t do a fair job and give 
just a partial list. 

Mr. Cuvuporr. Thank you. 

Mr. Morron. Didn’t you favor the news editor of the station in 
showing him the statement ? 

Mr. May. It was read to him over the telephone, and he O. K.’d it. 

Mr. Morron. That was the news editor of the station ? 

Mr. May. Yes. 

Mr. Cuvuporr. He isthe owner of that station ? 

Mr. May. He is the owner of the station; yes. And the news 
editor had O. K.’d the other story, and so had the manager of the 
station. 

Mr. Tracur. Mr. Kennedy, I observe you are here in behalf of the 
group named, and I asked that you come in here. I didn’t have you 
subpenaed, but I stated that if you didn’t come I would subpena you 
to Washington. 
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STATEMENT OF JOHN A. KENNEDY, CHAIRMAN OF THE BOARD 
OF KRMB, KENNEDY BROADCASTING CO., ETC., MISSION HILLS 
SAN DIEGO, CALIF. 


Mr. TEAGUE. Mr. Kennedy, did you get to hear enough of this testi- 
mony to know what it is about? 

Mr. Kennepy. I have not. 

Mr. Tracue. You have not. Before leaving Washington, I wa: 
told that there had been efforts made to suppress news out here, and 
the effort I heard is that there had been an effort to keep from men 
tioning the name of a certain organization and the names of cert 
people, over a news broadcast, as far as this investigation is concerned. 

I would like to know whether or not that is true. 

Mr. Kennepy. That is true. 

Mr. Tracur. Will you tell us the « “ umstances of it ’ 

Mr. Kennepy. Yes. May I, first, for the purpose of this record, 
explain my capacity? My only experience in newspaper work is not 
on the radio. I am 52 years old the 21st of December. I first started 
in newspaper work at the age of eight, carrier boy; and at the age of 
12 was som re porter in Sioux C ity, lowa. And I worked on a news 
paper after getting back from World War I. 

And in 1922 I went to Washington as a newspaper correspondent 
and was there 13 years in varying capacities, mostly covering Con- 
eress, with the Hill, generally, which would be the White House. 
and then expanding around. 

Mr. Hearst approved my work throughout those 15 years. 

In 1935 I bought my own newspaper. 

Mr. Teacur. Mr. Kennedy, we are going to have to hurry. Leave 
out whatever you can. 

Mr. Kennepy. I am trying to show that I have had experience in 
the newspaper business. I will explain what happened. 

It so hap pe ned that immediate ly after the events of Mond: Ly night 
I dictated my best recollection of what happened to mv secretary. 

I got home about 6 o’clock Mond: ay night and noticed for the first 
time, in the newspaper, that this hearing was to be held. We had 
been busy all day long moving quite a bit, and all clutte i up in our 
building, and also the reconstruction of many eg of We just 
bought this station and started operating it May 1 . and in “oper: ating 
it we had to move from the San Diego Hotel up to our own building. 
And then, in effect, reconstruct our entire Pp ylace while we were usin lg 
it, which, as you can appreciate, presents a confused situation. 

| only cite that to ae that I wasn’t on the board myself, person- 
ally, probably doing what I should have been doing in regard to this. 
Thee are a lot of policies that we still have to clear up. 

Monday night, when I got home, I checked up on the afternoon 
news and saw an item in there about the starting of the hearings that 
started yesterday. 

It carried a list. as I remember it. of 7 or 10 names—I am not 
quite sure, hot quite sure which—it carried the identifications of who 
they were; one of them a former vice president of this or something 
of that. 

I called Mr. Chernof, our general manager, and asked him whether 
we were doing what we should do. I felt that the people were 
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properly identified, who they were? In fact, only last Friday, on our 
AM station, we had an editorial specifying that that was our belief 
that we should properly identify, because when you don’t identify, 
you actually suppress; because they could say, “Mr. Teague.” And 
all I remember is a Mr. Teague that was connected with some business 
or other in the East. But if they say, “Mr. Teague, the Congressman 
from Texas,” that becomes a different proposition, and that is good 
journalism. And that principle I have always followed, both in 
radio and on newspapers. 

So when Mr. Chernof said he would go to work on it, I was going 
toa Red Cross dinner, but instead I went down to the office and started 
to check, my self. The first person I contacted was the director in 
charge, and I asked him when this San Diego Federal program was 
to go on. 

He said, “Every night at 7:54.” 

I then asked where Mr. May was, the announcer. 

He indicated where we could find him. 

I told him that I wanted to see the copy that Mr. May was going 
to put on the program. I found Mr. May and talked with him, and 
asked him what copy it was; and he had a clipping from the afternoon 
newspaper of 7 names that—7 or 10, whichever it was, not identified 
people, who unfortunately had been previously vice presidents or 
officials of these various companies—maybe some of them were still 
officials. I am a little vague on the particular details. 

I said, “Well, that can’t be. We have to identify these people by 
name in particular on a program that is being sponsored by a very 
company for whom they used to work.” 

He then said, “I have orders from the agency not to mention the 
names.” 

I said, “The agency is not running the news policy of this station. 
The station is, and I am speaking for the station, and I am telling 
you that unless this is run with the names identified”—I am not sure 
who one of them was—I said, “I will get you that identification.” 
The Southern California Mortgage. Because at that point I wasn’t 
sure of it. 

Well, he said he had his orders and he was being paid by the 
sponsor. Therefore, he had to do what he was told. 

I said, “I am sorry, but you are not going on the air. This program 
will be canceled, unless it is done properly.” 

He then—this, after all, time is fleeting, and it was between 7:40 
or 7:41 that I got in the control room to find my basic information 
that the program was going on at 7:54. He climbed the ladder up 
to the control room and said he would call the agency. I don’t know 
who he called, other than I got a message from our director that I 
was wanted on the telephone. I tried to tell him that I was very busy, 
but they said that it was connected with this matter, a Mr. Hegg 
wanted to talk to me. 

Mr. May said that he had been talking to Mr. Hegg and Mr. Hegg 
wanted to speak to me. 

I told Mr. Hegg the circumstances and told Mr. Hegg that, as far 
as I was concerned, the program would be canceled unless we carried 
the news, because I did not believe in news suppression. 
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He said, “You know, Kennedy, you wrecked the Journal”—I used 
to work on the New York Evening Journal—‘by that policy, and now 
you are going to wreck the te levision station.’ 

I said, “I am sorry, Hegg. I will have to use my own judgment 
on that. I am responsible to the Federal Communications Commis- 
sion for the conduct of my programs, and the sponsor has not that 
responsibility.’ 

W e were naturally heated and hurried, both Mr. Hegg and I. When 
you are irritated and moving fast, it is difficult. We both said things 
we didn’t mean, like anyone else pops off; and, beginning to think 
about it, maybe I shouldn’t have said that; maybe I don’t mean it. 

All right. I said, “Therefore, the program does not go on unless it 
goes on with those people identified.” 

He said, “All right. The program is canceled.” 

I threw down the receiver and suggested to the director that we 
should get enough people so we could go on, anyway. We only h: a 
about a minute, and we couldn’t get a story properly prepared and 
be sure of our facts, and I would r: ather go on without the news rather 
than have the facts not properly presented. 

I understand that I said that Mr. Hegg’s name had to be men- 
tioned. I didn’t know that Mr. Hegg was mentioned with the 40 sub- 
penaed. I did not know at the time that Hegg’s name was to be men- 
tioned, as well as the others. Mr. Hegg’s name was never mentioned 
by anyone, including Mr. Hegg, in his conversations with me that 
night. 

Now, yesterday, naturally, there was a lot of controversy over the 
matter, and we said, “No, the only way the program can be run is that 
we are going to run the news, and we are going to tell what happened 
as it is. We are not going to blow it out of proportion or play it 
down out of proportion. We are running the news the way we think 
it is.” 

I have quoted at length, because there are cases, like Richards own- 
ing the Los Angles, Cleveland, and Detroit stations, where he is al- 
leged to have slanted the news. Whether he slanted it or not, I don’t 
know, but I am using that as an example of what Federal Communi- 
cations Commission will do if a person is caught slanting the news, 
whether he was willing to slant the news or not. 

As far as we are concerned, I have been long enough in this busi- 
ness; we have lost plenty of money from advertisers who have canceled 
on both news copy and on radio stations, because we mentioned their 
names against their wishes. 

I always had a standing order in my own newspapers that if I 
any members of my family or any of our executives or any members 
of their families were arrested for any purpose, it might be a parking 
ticket, it might be all out of proportion, but [ insisted that the story 
went on page 1. 

Mr. Tracur. Have you completed, Mr. Kennedy ? 

Mr. Kennepy. I didn’t quite finish one further phase. Yesterday, 
after the discussion, a considerable discussion, Mr. Hegg—I wasn’t in 
on this discussion, other than approving the policy—Mr. Hegg, over 
the phone, agreed that we would have complete control of the news, 
mutually explaining that the irritations of speed have difficulties; 
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that is to say, under pressure of coming up before committees and that 
sort of thing, he probably said things he didn’t intend to say, and 
because he said those I got more irritated. 

With reference to the program, it went on the air last week and was 
written by Mr. Paul White, who is our new executive editor, and Paul 
White has had more experience in radio news, particularly radio 
news editing, than any man in the world. He was for many years 
organizer for the Columbia Broadcasting System, starting back in 
1930. 

Mr. Teacur. Any questions of Mr. Kennedy? 

Mr. Cuuporr. I thought that, in response to a question by the chair- 
man, you said someone had threatened to take away the advertis- 
ing on your station if you mentioned their names in the news, when 
you first started testifying, and nothing was said about that afterward. 
What about that? 

Mr. Kennepy. Only in this connection, not their personal adver- 
tising. 1 didn’t understand the question that way. 

Mr. Cuuporr. Did Mr. Hegg say to you that he would take his ad- 
vertising away from your station if you mentioned his name on the 
program ¢ 

Mr. Kennepy. His name was not mentioned by Mr. Hegg nor by 
myself. What I insisted on using was that these two associations had 
been officially mentioned and had been mentioned by their names, and 
Ll told him that i would do that in the news or the program would be 
canceled, and then he said, “All right, it is canceled.” 

Mr. Cuvporr. He never threatened to cancel ¢ 

Mr. Kennepvy. He didn’t make any threat to cancel. I made the 
assertion that I would make the cancellation. 

Mr. Cuvporr. Well, did you cancel or did he cancel ? 

Mr. Kennepy. I would say I canceled. 1 misunderstood your 
ql estion. 

Mr. PEAGUE. | think you are a group of people who have great re- 


sponsibility, the radio people, news writers. You should in good 


faith write the news without slanting it either way. That is the 
honest thing, the straight newscast, the straight news writing, that 


our counters s noted for. The AP and the I } do n wonderful ob. 
I can’t sav the same for a lot of our commentators and our columnists. 
Mr. Kennepy. I can only say in connection with this that we have 
in television a more difficult medium because of the inflection of the 
voice, the flick of the eye, the facial expression, and with your body, 
vou can turn news, with a smile, and the copy wouldn’t show it. It 
is a very difficult responsibility. I think we all appreciate that we are 
going to try our best to do what we honestly think we should do. 
Mr. Treacur. If we all do that, we will come out all right. Thank 
you very much, Mr. Kennedy. 
" Mr. Mravows. Mr. Fadner. 


STATEMENT OF RICHARD FADNER, CLERK, SAN DIEGO, CALIF. 


Mr. Meavows. Mr. Fadner, what do you do at the Veterans’ Ad- 
ministration ? 

Mr. Fapner. I am a clerk in publication and form units, service 
unit. 

Mr. Meapows. Did you stamp the mail, too? 
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Mr. Fapner. No. 

Mr. Meapows. Did you at one time stamp the mail for the loan 
guaranty officer / 

Mr. Fapner. Yes, I did. 

Mr. Meavows. Will you tell briefly the experience you have had 
with respect to back-stamping documents that came into the loan 
guaranty oflicer’s oflice with respect to conversations you had with 
Mr. Paige, the assistant loan guaranty officer ¢ 

Mr. Fapner. My memory on it is a little more vague than it was 
when I had the interview with Mr. Orr in June. As far as I can 
remember, there were a few incidents when I was asked to back-date 
certain papers. 

Mr. Meapows. Did you back-date those papers / 

Mr. Fapner. Yes. 

Mr. Mrapows. Did you ever cross out a date stamp and insert some 
other date ? 

Mr. Fapner. Yes. 

Mr. Meapows. Did you ever issue date stamps under other dates / 

Mr. Fapner. Yes. 

Mr. Meapows. Did you ever make the statement that you held 
these documents at times, rather than have them back dated one ata 
time, change the stamp again to the proper date ¢ 

Mr. Fapner. Yes, I did. 

Mr. Meapvows. Did you have any idea how much in volume, how 
many of these documents there would be ? 

Mr. Fapner. No, I don't. 

Mr. Meapows. Were there several / 

Mr. Fapner. Yes. 

Mr. Meapows. When was it, in June 19504 

Mr. FADNER. Well. there were Various occasions when that hap- 
pened, and, as far as | can remember, there was one of those times 

hen I didn’t happen to be in the room and couldn't do that part ular 
work, and one of the girls in the office did it for me. 

Mr. Meapows. You understood that they back-dated some of the 
documents, too? 

Mr. Fapner. I was told that once or twice that happened. 

Mr. Meapows. Did Mr. Pa ve ever ask you to alter the date on the 
; side or the back of it? 

Mr. Fapner. | am not positive, but I believe that Mrs. Lenore 
A Hilliges did. 

| Mr. Meapows. Who its she? 

Vir. Fapner. She works in the examiner's section of Veterans’ Ad 
ministration. 

. Mr. MraApows. Did anyone ever tell you why you were bell vy TYe- 
iuested to alter the date on some of these documents ? 

Mr. Fapner. The explanation had been made once or twice, but I 
did not pay too much attention to it and didn't exactly understand 
t. not knowing the details of the laws of loan guaranty. We had a 
job asa mail and filing clerk, and I was plenty occupied with mechan- 
cal work. 

Mr. Cuuporr. Did you ever do overtime work / 

P Mr. Fapner. Quite a lot. 
Mr. Cuvporr. Were you ever paid for overtime; that is, besides your 
regular pay? Were you ever paid for overtime work / 
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Mr. Fapner. No. I didn’t get an allowance on anything. I had 
been told that I could have extra leave if I wanted it, compensatory 
leave, but I never did bother to take it. 

Mr. Cuvuporr. You never got any money from the Veterans’ Ad 
ministration office for overtime work paid out of other than Govern 
ment funds? 

Mr. Fapner. I never got any pay from anyone for overtime work 

Mr. Meapows. Were you offered any ? 

Mr. Fanner. Just once I was offered. It wasn’t any definite offer 
Paige spoke to me once and said he would like me to do overtime work 
on a lot of incoming loan papers. 

Mr. Mrapows. Are you married? 

Mr. Fapner. No, I am not. I didn’t realize then at the time. Hi 
just made the statement. 

Mr. Teacur. All right, Mr. Fadner. Thank you very much. 

Mr. Francis G. Paige in the room? 


STATEMENT OF FRANCIS G. PAIGE, LA JOLLA, CALIF. 


Mr. Cuuporr. This is the attorney ? 

Mr. Kamrnar. Yes. 

Mr. Treacur. State your full name and address. 

Mr. Kamrnar. Myron H. Kaminar, 842 San Diego Trust and Sav 
ings, San Diego, Calif. 

Mr. Treacur. Mr. Paige, you have heard your name mentioned se 
eral times this morning, not only this morning, but yesterday. Would 
you tell us, Mr. Paige, what your connection was with Harmon Home: 
Inc. ¢ 

Mr. Paice. At the present time I am under arrest and under indict 
ment, and any testimony I might give might be evidence toward—tend 
to convict me; therefore, I stand on my constitutional rights. 

Mr. Cuvuporr. You mean you refuse to answer any question what 
ever ¢ 

Mr. Pater. No. 

Mr. Cuvuporr. If you feel that your constitutional rights are being 
hampered or vitiated, you have a right to ask for immunity fro 
answering any of these questions that are asked you, but you ca) 
make a blank refusal to answer questions. 

Mr. Paice. I didn’t intend to do that. 

Mr. Treacur. Mr. Paige, certain things, such as your connectio 
with Harmon Homes, Inc., is a matter of record. Anything that 
a matter of record you should answer. 

As I told the gentlemen here yesterday. I am not trying to tra) 
you in any way or get you into any trouble, but there are certai 
things where you can get yourself into more trouble than what yo 
are already in. I « ave reasons for saying that. I would not hesitat 
to try to do that, but I want to be absolutely fair with you in ever 
way, and if there is any question asked you that you think would te: 
to incriminate you, you say, in good faith, that it will, that is a 
right. But other things, matters of record, you should answer the: 

It ismy suggestion that you talk to your attorney. 

Mr. Kaminar. Mr. Teague, I want to make a statement in that r 
gard. While it may be of record, nevertheless, so far as any stat 
ment that Mr. Paige might make, his statement could be construed as 
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an admission against his interest, and it could be used against him in 
a criminal proceeding, even if you had complete details of these 
transactions from other sources. 

Therefore, I believe, in good faith, that Mr. Paige should refuse to 
answer these particular questions, since he is under indictment. 

Mr. Treacur. All right. The fact that—I forget what his connec 
tion was with Harmon Homes. Say, for example, as a matter of 
record, that he is one of the directors or one of the officers, I don't 
think that it would tend to incriminate him in any way to make it pub 
lic in the record that he is connected with that organization. 

Mr. Kaminar. May I ask that the question be made more specific, 
so that he can—you are asking for a blanket answer. 

Mr. Teacur. Mr. Paige, what were the dates you were employed by 
the Veterans’ Administration ¢ 

Mr. Paice. About June 10, 1946, until June 5—well, rather, up 
through September, I believe. but I left there on June 5, 1946. 

Mr. Cuuporr. 1951 ? 

Mr. Paige. 1951. Excuse me. My terminal leave ran up through 
June. 

Mr. Teacur. What was your title? 

Mr. Paice. Assistant loan guaranty officer. 

Mr. Treacur. All the way through / 

Mr. Paice. Yes, sir. 

Mr. Teacur. What were the circumstances of leaving Veterans’ 
Administration / 

Mr. Paice. I was arrested on the charge of accepting a bribe. 

Mr. Meavows. Did you resign ? 

Mr. Paice. I subsequently resigned. 

Mr. Meapows. You resigned ? 

Mr. PAIGE. Yes. 

Mr. Mreapows. The records reflect that you resigned / 

Mr. PAIGE. The records reflect that I resigned for conduct un- 
becoming a Federal employee, and I was paid my full terminal leave. 

Mr. Meapows. You sald you resigned. Did you state to that effect 
as you resigned ¢ 

Mr. PAIGE. For person il reasons, 

Mr. Mrapows. Have charges been preferred against you through 
civil service ? 

Mr. Pater. Mr. Orr can answer that better than I can. 

Mr. Meapows. Who is Mr. Robert Skinner whom you have heard 
referred to here the last 2 days ¢ 

Mr. Paice. My stepson. 

Mr. Meapows. What is vour wife’s name? 

Mr. Pater. Louise H. Paige. Louise Harmon Paige. 

Mr. Meapows. Her maiden name is Harmon ? 

Mr. Paice. That is right. 

Mr. Treacur. Then, Mr. Paige, of course, I will have to ask you 
what your connection was with Harmon Homes. If you think we 
know that as a matter of record, say so. If it is a matter of record 
and you can answer, I suggest you answer. 

Mr. Kaminar. May I have a moment? 

Mr. Teacup. Yes, sir. 

Mr. kK AMINAR. I wonder whether the question could be made more 
specific, Mr. Chairman. 


98424—52——-10 
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Mr. Meavows. Mr. Paige, you state whether your name ever ap- 
peared on any of the organizational documents connected with Har- 
mon Homes, Inc., or whether any shares of stock of Harmon Homes, 
Inc., ever appeared in your name. 

Mr. Paice. They never did. 

Mr. Meapows. Can you state from your own knowledge whether 
any shares of stock ever appeared in the name of Robert Skinner, your 
stepson ¢ 

Mr. Paice. They never did. 

Mr. Meravows. Would you make the same response regarding 
Rolando Homes ¢ 

Mr. Paice. Let us be more specific. 

Mr. Meapvows. All right. Did any of the stock—or did you at any 
time have ownership of Rolando Homes, Ine. 

Mr. Paice. I never owned any stock in Rolando Homes 

Mr. Meapows. Did you ever derive any income from that? 

Mr. Paice. I refuse to answer that on the ground it is uncon- 
stitutional. 

Mr. Mreavows. Did you ever derive any income from or participate 
in the operation of California Realty & Loan Co., Mr. Paige? 

Mr. Paice. I refuse to answer that on the ground that it is uncon- 
stitutional. 

Mr. Teacur. If you refuse to answer that, you are going to get 
yourse lf in trouble. That isa matter of record. We have gota record. 
We know what the record is. The record shows it was transferred to 
your stepson. And if you want trouble, you can get it mighty easy. 

Mr. Cuuporr. And if you don’t answer the question truthfully, you 
know you are committing perjury, and we will certify you to the 
United States attorney for the southern district of California. 

Mr. Kaminar. I think, Mr. Chairman, that you are under a mis- 
conception of the fifth amendment, the provisions of the fifth amend- 
ment. Mr. Paige is under indictment. Anything he says at this 
time can be used against him, which is an admission against interest. 

Mr. Treacur. Anything that anyone says before this committee can 
be used against him. 

Mr. Kaminar. Yes. The law provides that you have to prove the 
case In a criminal court to convict him, not to put the defendant—~—— 

Mr. Teacur. You are confusing the procedure in court with the 
procedure in the committee. 

Mr. Kaminar. No. You are attempting to find facts in connection 
with this investigation, and that is perfectly true. Nevertheless, Mr. 
Paige is under indictment. 

Mr. Tracur. For what? 

Mr. Kaminar. For accepting a bribe as a Veterans’ Administration 
official, and the papers have also indicated that this Federal grand 
jury is considering a possible conspiracy charge against Mr. Paige, 
and other witnesses, some other witnesses who have testified before 
this hearing. 

Now, anything Mr. Paige says can be used as an admission against 
him. You have these facts. 

Mr. Tracur. We have the facts, and we want the people of San 
Diego to know the facts, also. 

Mr. Meapows. Where is he charged with conspiracy 4 
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Mr. Kaminar. I am considering the possibility, as the papers have 
indicated, of a conspiracy charge being lodged against Mr. Paige. If 
that is true, any statements he makes at this proceeding here can be 
ised in this particular hearing against him. 

Now, if that is true, any statement that he gives you at this time, 
W hic h e: an be use «| in evide nce against him. would tend to incriminate 
him in a criminal proceeding, and any statements he makes at this 

ime c ‘oul | be so use AL 

Therefore, in good faith I helieve that he should refuse to answer, 
where any answer that me makes would tend to incriminate him, 


Mr. Cucporr. Mr. Kaminar, this committee doesn’t take anybody's 
stitutional rights away; but, as a matter of record, Mr. Paige 
transferred stock to his ste pso Robert H. Skinner, and it appears 


is a matter of record in the (¢ alifornia records. And if Mr. Pa 
denies it before this committee, he does so at his peril of being ind ted 
for perjury. 

Mr. Kaminar. That is true. He has not denied that. He has re 
fused to answer the que tion, Mr. Chudoff, which Sil lot different. If 
e stated that he did so transfer . 

Mr. Cuvporr. Mr. Paige, you do everything that your counsel v 


‘ 


vou to do. We don’t t to take anv of your constitutional rights 
iwav from vou 
Mr. Tracur. We are going to ask certain questions, and then we 


ire going to do evervt! ry we can to stick him fo. contempt oT the 
ommittee . I think the attitude you take is very unfair and is a mis 


inderstanding of what constitutes grounds in good faith. 
Mr. Kaminar. My responsibility—— 


Mr. ‘Treacur. I can t vou people this: How this voing to end 


I dor t know, and from t if vou can assume certall things. 

Mr. Kaminar. I sat here through yesterday’s hearing and tl 
morning’s hearing. Iam an experienced criminal lawyer. I am re 
tained by Mr. Paige to represent him in this connection. I have 1 
ened to i cence } ourself, o vesterday tele 0 pore 

tated that t ! ig iinst the Ja d that you 
xpected criminal pro t! ( 

Mr. Tracut L definite Lid. 

Mr. Kaminar. That right 


Mr. Teague. And I hope they show up with them. 
Mr. Kaminar. At that time Mr. Paige will be prepared to meet 


vour eriminal charges a1 er them at that time. 

Mr. Tracvur. But I don't believe that 100 shares of stock, \ 
vere transferred, whic! a matter of record, is something he car 
stand on his constiutional grounds ind uy, “No.” 


B 3 lke Mr. ¢ hudofl SuVs, Vou ao V h il youl attorney says. 

Mr. Cuuporr. I think the chairman of this committee is right o 
that, on this question of transfer: and | want to say this to you: That 
this committee will cite Mr. Paige for contempt of Cor gress, f he fails 


i 


to answer the question. 
Mr. K AMIN AR. Will vou ask a specifi ic quest! ion, au Cha rman 
Mr. Mrapows. Mr. Paige, will you state whether « ‘not at any time 
ny of the ston k of the California Realty & Loan C oOo. evel appeared 
our hame or vou evel held o1 owned any stock in the California Realty 
& Loan Co., or partic pated n the administration of that company é ’ 
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Mr. Kamrinar. One question at a time. 

Mr. Meapows. Specifically, if any stock of the California Realt, 
& Loan Co. was ever purchased or held by you in your name. 

Mr. Paige. Yes, it was. 

Mr. Meapows. Will you elaborate? How many shares? 

Mr. Patce. I believe 100 shares. 

Mr. Meapows. Will you state the approximate time you received 
those shares / 

Mr. Paige. No, I honestly cannot. 

Mr. Meapows. What year? 

Mr. Paice. During the year 1950. 

Mr. Meapows. Do you still own the stock ? 

Mr. Pater. I do not. 

Mr. Mreavows. Will you state what disposition was made of the 100 
shares of stock ? 

Mr. Paige. Yes, It was transferred to my stepson. 

Mr. Meavows. What is your stepson’s name ¢ 

Mr. Pater. Robert H. Skinner. 

Mr. Cuuporr. What is his occupation ¢ 

Mr. Paice. He is at the present time a student. 

Mr. Cuvuporr. Was he ever a draftsman ? 

Mr. Paice. Yes: he is working at the present time as a draftsma 
in Los Angeles, and a student, also, an architect, I should say. 

Mr. Cuvuporr. Has he ever lived in San Diego? 

Mr. Paice. Yes, sir. 

Mr. Cuvuporr. For an extended period ¢ 

Mr. Paice. For an extended period, During the school year, th 
last 2 years, he has been in Los Angeles, and I believe prior to that, 
about 1947, up until he went to school in Los Angeles, he lived her 
with my wife and myself. 

Mr. Meapows. Do you know John Milton Barber? 

Mr. Pater. Yes, sir. 

Mr. Mrapows. Will you state if you ever visited the offices of thx 
California Realty & Loan Co. and discussed the business of that 
company with Mr. Barber or any other officials of that company ? 

Mr. Pater. I never visited the California Realty & Loan Co. in a 
official capacity or as a stockholder. I was up there one time for about 
10 minutes, I believe, during a directors’ meeting, at which time I ha: 
no stock in the company, and I did not participate in any of th 
conversation. 

Mr. Meapows. Mr. Paige, did you ever own stock or have an ir 
terest in the Rolando Homes Inc. ? 

Mr. Paice. No. 

Mr. Cuvuvorr. Mr. Meadows, may I interrupt you? 

Mr. Meapows. Yes. 

Mr. Cuuporr. I believe you testified you transferred 100 shares of 
California Realty & Loan Co. stock to Mr. Skinner. Did you get paid 
for that stock ? 

Mr. Paice. He was to pay for the stock. 

Mr. Cuvuporr. He was to pay Ww ho for the stock? 

Mr. Pater. The total is on a note. F 

Mr. Cuuporr. You gave a personal, promissory note to California 
Realty & Loan Co. for 100 shares of stock ? 

Mr. Paice. Yes, sir. 
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Mr. Cuvuporr. How much was this note? 

Mr. Paice, I believe it was $12,500. 

Mr. Cuvporr. And you transferred that stock to your stepson W ith 
un agreement that he would assume the obligation on the note? 

Mr. Pater. That is correct. 

Mr. Cuuporr. Did you notify the California Realty & Loan Co. that 
e had assumed the obligation on the note ? 

Mr. PAIGE. Well. it was generally understood. 

Mr. CHUDOFF. Well, who understood it ? 

Mr. PAIGE. Well. because they transferred it. the directors of the 
California Realty & Loan Co. 

Mr. Cuuporr. Was the $12,500 ever paid by your stepson ¢ 

Mr. Pater. It has not been paid as of this date. 

Mr. Cuuporr. Was any part of it ever paid ¢ 

Mr. Parer. I think it was around $700 roughly. 

Mr. CHUDOFF. How long did vou own the stock and how long did 
your stepson own the stock ? , 

Mr. Patcr. Well now, I honestly can’t tell you how long I owned the 
stock, but I believe it was a very short period of time. 

Mr. Cuuporr, But you gave nothing but a note for the stock. 

Mr. Paice. That is correct. 

Mr. Cuuporr. And your stepson gave nothing but $700 for $12,- 
QO — 

Mr. Paice. He still owes $11,000 plus on the stock. 

Mr. Cuvuporr. How long a term of years is the promissory note 
for? 

Mr. Paice. Five vears. 

Mr. Cuuporr, And when will that 5 years be up; do you know ? 

Mr. Pater. I really don’t know. 

Mr. Cuuporr. Now, have you or your son, or your stepson, ever 
eceived any dividend on this stock ? 

Mr. PAIGE. My step I have never received any dividends my self. 

Mr. CH DOFF., Do you know whether your stepson ever received 

ny dividends from this stock / 

Mr. Pater. | believe the dividend record shows they paid $200. 

Mr. Cuuporr. To your stepson / 

Mr. Paier. Yes, sir. 

Mr. CHUDOFP. Did your stepson ever have employment with the 
California Realty & Loan Co. ? 

Mr. PAIGE. No, sir. 

Mr. Cuuporr. Did you ever have employment with the California 
Realty & Loan Co. ? 

Mr. Paice. No, sir. 

Mr. Cuuporr. That is all. 

Mr. Teacue. Mr. Paige, you were here yesterday ¢ 

Mr. Pater. Yes, sir. 

Mr. Teacur. You heard Mr. Cosgrove testify about money that was 
paid to you and materials that were turned over to you. Would you 
tell us about the receipt of the $6,900 that you received ¢ 

Mr. Paice. Will you make the question more specific, please 

Mr. Teacur. Mr. Cosgrove testified yesterday that they paid you 
$6,900 in $100 and $200 checks over a period of, I think he said, 3 or 
{ years. Will you tell us the dates that that money was paid to you 
ind what you did to earn that money ¢ 
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Mr. Kamrnar. One question at a time. 

Mr. Meavows. Specifically, if any stock of the California Realt, 
& Loan Co. was ever purchased or held by you in your name. 

Mr. Pater. Yes, it was. 

Mr. Meapows. Will you elaborate? How many shares? 

Mr. Parice. I believe 100 shares. 

Mr. Meavows. Will you state the approximate time you received 
those shares / 

Mr. Paice. No, I honestly cannot. 

Mr. Meapows. What year ¢ 

Mr. Pater. During the year 1950. 

Mr. Meavows. Do you still own the stock ? 

Mr. Pater. I do not. 

Mr. Meavows. Will you state what disposition was made of the 10 
shares of stock ? 

Mr. Paice. Yes, It was transferred to my stepson. 

Mr. Meavows. What is your stepson’s name / 

Mr. Paice. Robert H. Skinner. 

Mr. Cuuporr. What is his occupation ¢ 

Mr. Paice. He is at the present time a student. 

Mr. Cuvuporr. Was he ever a draftsman ? 

Mr. Paice. Yes: he is working at the present time as a draftsma) 
in Los Angeles, and a student, also, an architect, I should say. 

Mr. Cuvuporr. Has he ever lived in San Diego ¢ 

Mr. Paice. Yes, sir. 

Mr. Cuvuporr. For an extended period ¢ 

Mr. Paice. For an extended period. During the school year, th 
last 2 years, he has been in Los Angeles, and I believe prior to that, 
about 1947, up until he went to school in Los Angeles, he lived her 
with my wife and myself. 

Mr. Meapows. Do you know John Milton Barber? 

Mr. Pater. Yes, sir. 

Mr. Mrapows. Will you state if you ever visited the offices of tly 
California Realty & Loan Co. and discussed the business of that 
company with Mr. Barber or any other officials of that company ? 

Mr. Pater. I never visited the California Realty & Loan Co. in a 
official capacity or asa stockholder. I was up there one time for about 
10 minutes, I believe, during a directors’ meeting, at which time I had 
no stock in the company, and I did not participate in any of th 
conversation. 

Mr. Meapows. Mr. Paige, did you ever own stock or have an i 
terest in the Rolando Homes Ine, ¢ 

Mr. Paice. No. 

Mr. Cuuvorr. Mr. Meadows, may I interrupt you ? 

Mr. Meapows. Yes. 

Mr. Cuuporr. I believe you testified you transferred 100 shares of 
California Realty & Loan Co. stock to Mr. Skinner. Did you get paid 
for that stock ¢ 

Mr. Pater. He was to pay for the stock, 

Mr. Cuvuporr. He was to pay who for the stock? 

Mr. Paice. The total is on a note. , 

Mr. Cuuporr. You gave a personal, promissory note to California 
Realty & Loan Co. for 100 shares of stock ? 

Mr. Paice. Yes, sir. 
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Mr. Cuvuporr. How much was this note? 

Mr. Paice. I believe it was $12,500. 

Mr. Cuvuporr. And you transferred that stock to your stepson with 
un agreement that he would assume the obligation on the note ¢ 

Mr. Pater. That is correct. 

Mr. Cuuporr. Did you notify the California Realty & Loan Co. that 
he had assumed the obligation on the note ? 

Mr. Pater. Well, it was generally understood. 

Mr. CH DOFF, Well. WwW ho understood it ( 

Mr. Pater. Well. because they transferred it, the directors of the 
California Realty & Loan Co, 

Mr. Cuuporr. Was the $12,500 ever paid by your stepson ¢ 

Mr. Pater. It has not been paid as of this date. 

Mr. Cuuporr, Was any part of it ever paid / 

Mr. Pater. I think it was around $700 roughly. 

Mr. Cuuporr. How long did you own the stock and how long did 
your stepson own the stock? 

Mr. Pater. Well now, I honestly can’t tell vou how long I owned the 
stock, but I believe it was a very short period of time. 

Mr. Cuuporr. But you gave nothing but a note for the stock. 

Mr. Pater. That is correct. 

Mr. Cuuporr. And your stepson gave nothing but $700 for $12,- 


= — 

Mr. Pater. He still owes $11,000 plus on the stock. 

Mr. Cuvporr. How long a term of years is the promissory note 
for? 

Mr. Paice. Five vears. 

Mr. Cuuporr. And when will that 5 years be up; do you know ? 

Mr. Pater. I really don’t know. 

Mr. (CHUDOFF. Now, have you or your son, or your stepson, ever 
received any dividend on this stock ? 

Mr. Paice. My step—lI have never received any dividends myself. 

Mr. Cuuporr. Do you know whether your stepson ever received 
iny dividends from this stock / 

Mr. Pater. I believe the dividend record shows they paid $200. 

Mr. Cuuporr. To your stepson ? 

Mr. Pater. Yes, sir. 

Mr. Cuuporr. Did your stepson ever have employment with the 
California Realty & Loan Co. ¢ 

Mr. Patce. No, sir. 

Mr. Cuuporr. Did you ever have employment with the California 
Realty & Loan Co. ? 

Mr. Paige. No, sir. 

Mr. Cuvuporr. That is all. 

Mr. Teacue. Mr. Paige, you were here yesterday ¢ 

Mr. Pater. Yes, sir. 

Mr. Teacur. You heard Mr. Cosgrove testify about money that was 
paid to you and materials that were turned over to you. Would you 


tell us about the receipt of the $6,900 that you received ¢ 
/ 


Mr. Paice. Will you make the question more specific, please / 

Mr. Teacur. Mr. Cosgrove testified yesterday that they paid you 
$6,900 in $100 and $200 checks over a period of, I think he said, 3 or 
{ years. Will you tell us the dates that that money was paid to you 
ind what you did to earn that money ‘ 
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Mr. Pater. I refuse to answer on that question and stand on n 
constitutional erounds. 

Mr. Teacue. All right, sir. 

Mr. Cuvporr. Do you know Mr. Cosgrove? 

Mr. Paice. Yes, sir. 

Mr. Treacur. Go ahead, Mr. Chudoff. 

Mr. Cuvporr. Do you know Mr. Cosgrove? 

Mr. Paice. Yes. 

Mr. Cruvuporr. Did you ever have any business dealings with hin 

Mr. Paice. I refuse to answer that. 

Mr. Cuuporr. You are standing on your constitutional rights to 
have criminal—to have business dealings with a man by the name of 
Mr. Cosgrove ? 

Mr. Paice. I don’t know exactly as to that. Make the question 
little more specific. 

Mr. Cuvporr. Did vou ever have business dealings with Mr. Co 
grove ¢ 

Mr. Paice. What type of business dealings? 

Mr. Cuuporr. You can answer “Yes” or “No”, and then, if it is 
“Yes” answer to the question, that will facilitate your constitutional! 
rights—you can stand on them. 

Mr. Paice. Yes. 

Mr. Cuvuporr. Did you ever have any realty dealings with hin 
concerning loans or real estate ? 

Mr. Paice. I believe that tends to incriminate me, and I stand on my 
constitutional grounds. 

Mr. Meapows. Mr. Paige, how many houses have you constructed 
or have ownership in or supervised and completed here in Sa: 
Diego ? 

Mr. Patcr. In what capacity ? 

Mr. Meapows. Well, I said owned the house, assisted or supervised 
in the construction of, and I am referring to your own persona! 
property. 

Mr. Pater. Four. 

Mr. Meapows. Where do you reside at present ? 

Mr. Paice. 1381 West Muirlands, La Jolla. 

Mr. Meapows. You heard Mr. Cosgrove testify that his company 
delivered certain building materials to one of your building proje ts 
is that true, his testimony, correct? Have you received any building 
materials from Mr. Cosgrove ¢ 

Mr. Pater. I refuse to answer that: it tends to incriminate me. 

Mr. Meapows. Have you received any building materials fron 
Mobilhomes Corp. ¢ 

Mr. Paice. Same answer. 

Mr. Cuvporr. Did you ever receive any building materials fro: 
anvbody ? 

Mr. Meavows. For which you did not pay ? 

Mr. Pater. I refuse to answer. 

Mr. Meavows. Did you receive $1,000 from Mr. William B., Bettles! 

Mr. Pater. I refuse to answer. 

Mr. Meapows. Did you receive $2,000 from San Diego Federal Loan, 
which included pay of Veterans’ Administration employees? 

Mr. Pater. I refuse to answer. 
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Mr. Meapows. Did any contractor give your wife an Oldsmobile 
automobile / 

Mr. Pater. They did not. 

Mr. Meapows. Did a contractor secure for you an automobile at a 
discount for your wife ¢ 

Mr. Paige. They did not. 

Mr. Cuvporr. Does your wife own an Oldsmobile 88 ¢ 

Mr. Paice. Yes. 

Mr. Cuvuporr. When and where did you buy it? 

Mr. Paice. Sandwich, Il. 

Mr. Cut DOFT. Who did you buy it from ¢ 

Mr. Paice. Nelson Motor Cur Co. 

Mr. Cuvporr. Why did you buy it in Sandwich, Il. 

Mr. Paice. Because | got a $900 discount on it. 

Mr. Tracur. Who did you buy it from there ¢ 

Mr. Parear. W. F. Nelson. 

Mr. Treacur. Who is Mr. Nelson / 

Mr. Pater. He is an Oldsmobile dealer in Sandwich, Il. 

Mr. Cuuporr. Did you know him prior to this deal ¢ 

Mr. Pater. He was a friend of my wife’s folks in Sandwich, Ill. 

Mr. Cuvuporr. Did you pay for that Oldsmobile, or did your wife 
pay for it ? 
a Mr. Paice. I imagine she paid for it. 
. Mr. (CHUDOFF. Do you know whether you paid for it by cash oO! by 


check ¢ 


ns Mr. Paige. It was paid for by check. 
' Mr. Teacve. Did you receive a $1,400 tender for a lot purchased 
from Mr. Carlos Tavares ? 
Mr. PAIGE. I refuse to answer. 
Mr. Cuuporr. Did you ever buy a lot from Mr. Carlos Tavares? 
= Mr. PAIGE. I did. 
Mr. Cuvporr. How much did you pay for it? 
Mr. Paice. $2,750. 
Mr. Cuuporr. Where is it located? 
Mr. PAIGE. Lot 2. block a Country Club He lights, out in La Jolla. 
Mr. Cuvuporr. Did you ever build a house on it ? 
ny Mr. Paice. There was a house built on the lot: ves, sir. 
ts Mr. Cuvuporr. You built a house on the lot yourself / What I mean 
ne by that is, you paid for building a house / 


Mr. Pater. That is right. 
Mr. Cuvporr. I don’t mean you actually built it vourself. 
, Mr. Patcr. No. , 
Mr. CHUDOFF. Is that house assessed for tax purposes by the city 
of La Jolla? 
Mr. Pater. By the city of San Diego. 
Mr. Cuuporr. Do you know what it is assessed for? 
Mr. Paice. Well, I am not sure, but I believe $4,650. 
Mr. (C‘HUDOFF. Was if the policy of the city of San Diego to assess 


ag / lots less than the actual value of the property ¢ 
Mr. PAIGE. The lot 1S assessecl, if | remember a corner lot fo 
a1 SHO, 


Mr. Cuvuporr. How about the building ? 
Mr. Paice. Well, the total of the two is approximately $4,600, 
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Mr. Cuvuporr. What would that house be worth on the present 
market today? You are an experienced real-estate man. 

Mr. Pater. Well, it has got about 1,300 feet in it. I believe the house 
could be built for 10M, 

Mr. Cuvuporr. In other words, it is worth about $14,000? 

Mr. Pater. Yes. 

Mr. Cuvuporr. And who lives in it? 

Mr. Paice. My wife and I. 

Mr. Orr. What contractor constructed that home? What is the 
name of the firm? 

Mr. Paice. The contractor was Harmon Construction Co. 

Mr. Orr. Are you associated with that company ¢ 

Mr. Pater. I was not. 

Mr. Meavows. Do you own a television set, Mr. Paige? 

Mr. Paice. Yes. 

Mr. Ore. What kind is it? 

Mr. Pater. It is a Hoffman. 

Mr. Orr. Could you say about what time you secured it and sent 
it to your home? 

Mr. Pater. Oh, I imagine sometime during the latter part of De 
cember 1950. 

Mr. Orr. Where did you get the television set ? 

Mr. Pater. I refuse to answer that. 

Mr. Orr. Is this a console model, table model, this television, Hoff 
man television ¢ 

Mr. Parer. I think it is called the cabinet model. 

Mr. Orr. Is it built in? 

Mr. Pater. No. 

Mr. Cuuporr. Where did you buy it ¢ 

Mr. Pater. I refuse to answer. 

Mr. Cuuporr. Is it criminal to tell us where you bought a television 
set ¢ 

Mr. Pater. I don’t know where it was bought. 

Mr. Cuuporr. You don’t know where it was bought? How much 
did you pay for it? 

Mr. Paice. I refuse to answer. 

Mr. Tracur. Mr. Paige, were you ever asked to fill out a question 
naire as to your activities with the veterans’ bureau ? 

Mr. Paice. Yes, sir. 

Mr. Tracur. Did you fill it out ? 

Mr. Patcr. There was a questionnaire received with a letter at 
tached in our office, and it was not based on an official Veterans’ Admin 
istration stationery. You no doubt have a copy of the letter. The 
letter says, “For my personal and confidential files and the information 
will not be divulged,” and signed “W. E. Berry.” It doesn’t say for 
the Veterans’ Administration files. It requested that information “for 
my personal and confidential files.” 

Mr. Cuuporr. Mr. Berry is an employee. 

Mr. Meapows. Wait a moment. 

Mr. Patce. Therefore, he is requesting that for his personal and 
confidential files, not for the files of the Veterans’ Administration 
Business in your category is not his information, not for the informa- 
tion of the Veterans’ Administration. 

Mr. Treacur. Did you answer the question ? 
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Mr. Paice. Yes, sir. 

Mr. Teacvur. Did you answer it truthfully ? 

Mr. Paice. No. I probably don’t know whether I did or not. 
have got it before me. 

Mr. Tracur. You don’t know whether you answered truthfully 
or not ¢ 

Mr. Orr. Did you answer in the negative or say “No,” Mr. Paige ‘ 

Mr. Paice. Yes; but I still state that was for Mr. Berry’s personal 
and confidential file, not for the record of the Veterans’ Adminis- 
tration. 

Mr. Teacur. Mr. Paige, you have got more sense than that. You 
know what it was for; there was a letter explaining why it was sent 
out. 

Mr. Paice. No. 

Mr. Teaque. Let me read what the record shows: 

On March 23, 1951, the manager of the Veterans’ Administration regional 
otfice in San Diego, in a memorandum to all divisions on the subject of unofficial 
activity by Veterans’ Administration employees, stated: 

1. Because of the continuous criticism of public employees as the result of 
the unofficial acts of an irresponsible few, it is my desire that there be of record 
in my office documentary evidence as to the activities of our own employees. 

2. There has been prepared for distribution to your division a set of ques 
tionnaires pertaining to the matter of unofficial activity on the part of Veterans’ 
Administration employees in this office 
3. It is requested that you and each employee of your division fill out and 
sign this questionnaire, and the forms then be collected and returned to my office 

The questionnaire contained the following questions: 

1. Do you own any interest in any business, firm, company, or corporation 
which is doing official business with the Veterans’ Administration? 

2. Do any members of your family or relatives own any interest in any busi 
ness, firm, company, or corporation which is doing official business with the 
Veterans’ Administration? 

3. Have you accepted any gifts or favors from persons with whom the Veterans 
Administration is conducting official business? 

4. Have any members of your family or relatives accepted any gifts or favors 
from persons with whom the Veterans’ Administration is conducting official 
business? 

5. Have you or any members of your family or relatives participated in dis 
count purchases of any commodities or items from any firm conducting official 
business with the Veterans’ Administration? This does not apply to the firms 
selected by the employees’ association for discount purchases. 

All employees on duty in the loan guaranty division answered all of 
the questions in the negative, including Francis G. Paige, former 
assistant loan guaranty officer. 

Mr. Paice. As stated before, I never saw that letter. I did see a 
letter which I am referring to, which is about that much of typewrit- 
ten space, but it did not say, “for the Veterans’ Administration files.” 
It said, “for my personal and confidential file.” 

Mr. Orr. What did the major part of it say, Mr. Paige ? 

Mr. Pater. I don’t know what these people are looking for, Mr. 
Orr. 

Mr. Meapows. Was there ever a staff conference discussion of the 
subject Y 

Mr. Paice. Very seldom I attended a staff conference. 

Mr. CHUDOFF. Nevert heless, you never saw it. to your know ledge ? 

Mr. Paice. No. 

Mr. Cuuporr. Do you know a man by the name of William B. 
Bettles ¢ 
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Mr. Pater. Yes. 

Mr. Cuvuporr. Did you ever do any business with him ? 

Mr. Paice. What type of business ¢ 

Mr. Cuuporr. Did you ever sell his furniture store ¢ 

Mr. Paice. I assisted in the sale of it. 

Mr. Cuvuporr. Can you tell us about that, how it took place? 

Mr. Pater. Will you make the question a little more specific 4 

Mr. Cuuporr. I will ask you this, if you want it that way. He had 
a furniture store, didn’t he? 

Mr. Patce. That is correct. 

Mr. CHuborr. Where was it located ¢ 

Mr. Paice. On La Jolla Boulevard in La Jolla. 

Mr. Cuuporr. And, as you know, upon taking his position with 
Mobilhomes Corp. he wanted to sell that ? 

Mr. Pater. That is correct. 

Mr. Cuuporr. Now, did he come to you or did you go to him about 
the sale? 

Mr. Paice. Well, at one time I was thinking somewhat of buying it 
myself, and, as I thought it over, my wife buys it, 1 forget about it, 
And then there was another fellow that was going in on the transac 
tion, and I told him that I thought certain parties would be interested 
in buying it, and I went to them and I talked to them and they pu 
chased the furniture store. 

Mr. Cuvuporr. Who bought it? What was the man’s name? 

Mr. Paice. J. W. Anderson. 

Mir. CHuporr. Do you know him? 

Mr. Paice. Yes, sir. 

Mr. Cuvuporr. Where did he live prior to the time he went in the 
furniture business ? 

Mr. Paice. Well, he lived in La Mesa, I believe. I am not sure. 

Mr. Cuuporr. How did you know that he wanted to buy this furni- 
ture store ¢ 

Mr. Paice. Well, I didn’t exactly know he wanted to buy it. 

Mr. Cuuporr. How did you get— 

Mr. Paice. Well, I was discussing it with him, discussing the deal, 
and he was interested in it. 

Mr. Cuvuporr. So did he come over and introduce you to Mr. Bet- 
tles. or did he come over by himself ? 

Mr. Pater. I think I knew Mr. Bettles prior to that time. 

Mr. Cuvuporr. What did you do to help consummate the transac 
tion? How did you tell him about it? 

Mr. Paice. I told him I thought it was a good deal. I gave him a 
general sales talk on the thing. I thought he could make some money 
out of it. It was a good store. 

Mr. Cuvuporr. You thought you could get a commission if he sold it? 

Mr. Parer. I didn’t think much about it. 

Mr. Cuvuporr. As a result of what you told him, he went to see Mr. 
Bettles. 

Mr. Pace. I would say “Yes.” 

Mr. Cuvporr. And he finally bought the store ? 

Mr. Pater. That is correct. 

Mr. Cuvuporr. How much did he pay for it; do you know? 

Mr. Pater. I don’t know just offhand what he paid for it. There 
was a lease involved, and there was some furniture on one side of it, 
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and there was furniture on the other. Frankly, I don’t know just 
exactly what he paid for it. I think somewhere around $12,000: maybe 
more, maybe less. I don’t know. That was so long ago. At the time 
I paid no attention to it. 

Mr. Cuuporr. I believe you just told me you gave a sales talk. Did 
you give him a sales talk without knowing how much the place was 
going to bring? 

Mr. Paice. That is not a specific question. 

Mr. Cuuporr. Then you didn’t know what Mr. Bettles wanted for 
the place ¢ 

Mr. Paiar. I did at the time. I don’t now. I don't remember. 

Mr. Cuuporr. Were you present when the actual bill of sale was 
given over by Mr. Bettles to your friend ? 

Mr. Pater. No. 

Mr. Cuuporr. Now, you did get a commission on this sale of this 
place ; didn’t you ? 

Mr. Pater. I wouldn't call it a commission. 

Mr. Cuuporr. Well, you got $1,000. 

Mr. Paice. That is correct. 

Mr. Cuvuporr. Did you get a check, or in cash ? 

Mr. Paice. In check. I didn’t get it. 

Mr. Cuvuporr. Who got it? 

Mr. PAIGE. Robert H. Skinner. 

Mr. Cruporr. And he is your stepson ¢ 

Mr. Paice. Yes, sir. 

Mr. Cuuporr. And after vou made the deal, you were interested in 
a commission. Why did you have the $1,000 check made to Mr. 
Skinner / 

Mr. Pater. I told him I wasn’t interested. If he wanted to vive me 
a check as a gift, that was up to him. 

Mr. ‘TEAGUE. When did that take place ? 

Mr. Cuvporr. I am coming to that. You were just doing it as a 
good friend of Mr. Bettles and a good friend of Mr. Anderson / 

Mr. Paice. I presume that that was the basis, ves. 

Mr. Cuuporr. When did this sale take place of the furniture store ? 

Mr. Paice. I don’t remember just exactly when. 

Mr. Cuuporr. Well, approximately when ¢ 

Mr. Para . I would Say some time in Octol er or November. 

Mr. Cuvuporr. 1950? 

Mr. Pater. Of 1950. 

Mr. Cuvuporr. And when did Mr. Bettles give your son-in-law this 
gift of $1,000? 

Mr. Pater. Sometime during the spring. 

Mr. Cuuporr. The spring of 19514 

Mr. Pater. Yes, sir. 

Mr. Cuuporr. Now, did your son-in-law deposit this in his own ac- 
count ¢ 

Mr. Pater. He did. 

Mr. Cuvuporr. Did you ever get any part of it? 

Mr. PAIGE. Never a part of it. 

Mr. Cuuporr. Is that the account in the First National Bank of La 
Jolla—how do you pronounce that Y 

Mr. Paice. La Hoya. 

Mr. Cuvporr. La Hoya? 
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Mr. Paice. Yes, sir. 

Mr. Orr. In whose name was it? 

Mr. Paice. It was in my stepson’s name and his wife’s name because 
he was not married at that time. 

Mr. Orr. In his wife’s name? 

Mr. Paige. And my wife’s name, as he was not married at that time 

Mr. Orr. How was it marked’ Was it a commercial account or a 
special account ¢ 

Mr. Pater. Marked special account. 

Mr. Orr. Did Mr. Skinner have authority to write checks against 
this account ¢ 

Mr. Paice. To the best of my knowledge, there was never anybody 
to write against that account but Mr. Skinner. 

Mr. Orr. Did your wife ever draw against that account ! 

Mr. Pater. Not to my knowledge. 

Mr. Cuuporr. What bank would the check for the Oldsmobile 88 
come out of 2 Did you have another account ? 

Mr. Paice. Well, I had three or four accounts. 

Mr. Cuvuporr. You said your wife paid for that. 

Mr. Paice. Well, we had three or four accounts. 

Mr. Cuuporr. And can you remember which account it came out 
of? 

Mr. Paier. No, but I ean find out. 

Mr. Cuvuporr. Which banks did you have your accounts in? 

Mr. Pater. I had an account in the Bank of America, National] 
City, and I had an account in the main branch. 

Mr. Cuuporr. Separate accounts ? 

Mr. Pater. Well, they are separate branches. There is a separate 
account in each branch. 

Mr. Cruuporr. Is that account in your wife’s name or in your name? 

Mr. Paice. Both our names. I believe the account in the mai 
branch was in my wife’s name. 

Mr. Cuuporr. Is that the account the automobile was paid out of? 

Mr. Paice. I am not sure which account the automobile was paid 
out of. 

Mr. Cuvporr. With the joint account you both have a right to 
write checks. 

Mr. Pater. Yes. 

Mr. Cuvuporr. Actually, that came out of the joint account ? 

Mr. PAIGE. Actually, it would be coming out of my funds if it came 
out of either account. 

Mr. Cuvporr. Actually, you paid for it jointly, not by your wife 
alone? 

Mr. Pater. The car is in her name. 

Mr. Treacur. Mr. Paige, do you know these Parker boys who test! 
fied this morning? 

Mr. Pater. I know one of them. I don’t know the other. I have 
met the Parker boy. 

Mr. Tracur. Is their account of their dealings with you an accurate 
statement as to the home of their father? 

Mr. Pater. Well, make it a little more specific. 

Mr. Treacvr. You heard the testimony. Was it true or was it not 
true? 

Mr. Paice. Certain phases were true, and certain were not true. 
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Mr. Tracue. Which were not true? 

Mr. Pater. I heard the conversation, and it went in one ear and 
out the other. 

Mr. Tracue. If he hadn’t been a paraplegic for World War I, it 
wouldn’t have gone in one ear and out the other ¢ 

Mr. Parer. Mr. Chairman, I never went out to the Parker residence 
that I didn’t take wine with me. 

Mr. Teacur. Are you convinced that he didn’t get a square deal, as 
far as his home is concerned / 

Mr. Paice. I am positive he did get a square deal, as far as his 
home is converned. The plans and specifications of that house | built 
for him are on the records in Washington, approved by the Veterans 
Administration in Washington; also approved by the doctors as to 
medical feasibility. To the best of my knowledge, that house is built 
n accordance with the plans and specifications that are of record in 
Washington, of record in the city hall in La Mesa, and of record with 
the Builders Control, which have been signed and approved by the 
Parkers, the contractor, and the Builders Control. 

Mr. Cuuporr. Did your stepson draw the plans? 

Mr. Paice. He did. 

Mr. CHuborr. Was hea qualified architect ? 

Mr. Paice. He was a qualified draftsman. 

Mr. Cuuporr. Well, was he qualified to draw plans ? 

Mr. Paice. He has a statement that he has finished a course as a 
draftsman. 

Mr. CHUDOFF. What is the difference bet ween an architect and a 
draftsman / 

Mr. Paice. I know that if you want a set of plans drawn, the dif- 
ference 1s 2 percent and 3 percent and 7 percent. 

Mr. (HUDOFP. My sister Was a draftslady dur Ing the last war, and 
she worked in the Navy at Philadelphia, and she didn’t know any 
more about building a house or drawing plans for a house than my 
} vear-old daughter. 

Mr. Tragur. Then, Mr. Paige, the plans were changed, and the 
house was not built according to the plans? 

Mr. Paice. | assume from the inspections given that that house 
was built according to the plans and specifications. 

Mr. Teacur. That is all you know about it ? 

Mr. Cuuporr. Where did your son go to school ? 

Mr. Pater. Architectural College, University of Southern Cali- 
fornia. 

Mr. (CHUDOFF. When he drew these plans, was he roing to school 
at the time ¢ 

Mr. Paice. Yes. 

Mr. Cuuporr. And he drew them up in the University of Southern 
California or down here? 

Mr. Paieae. He drew them down here. 

Mr. Cuvuporr. How much was he paid for drawing them? 

Mr. Pater. $450. 

Mr. Cuuporr. Did you recommend him ? 

Mr. Pater. Yes, I did. 

Mr. Cuuporr. Why did you recommend your stepson to draw these 
plans when these people wanted an architect ? 
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Mr. Paice. They agreed to it. I did not insist on it. Anything a 
paraplegic wanted he could have. They agreed to it. I don’t believe 
there is a paraplegic in this town that hasn’t had every opportunity 
and every consideration in the world. 

Mr. Cuvuporr. Well, isn’t it a custom of the Veterans’ Administra 
tion to say to these people who want these houses under 702, and 
they want an architect, “Go out and get your own architect,” rather 
than recommend one ? 

Mr. Paice. Well, the law says that you are to assist them in every 
way possible. 

Mr. Cuvuporr. And you felt that recommending your stepson was 
assisting them / 

Mr. Pater. I did. 

Mr. Cuuporr. You were saving them money. 

Mr. Paice. Yes. 

Mr. Cuuporr. Because your stepson could draw plans better than 
an architect for less money ¢ 

Mr. Paice. I wouldn’t say better than architect. His plans were 
satisfactory for all they wanted, for what they had. 

Mr. Cuvuporr. Did you ever recommend your stepson for any other 
paraplegic / 

Mr. Pater. No. I recommended my stepson on that one. 

Mr. Tracur. Mr, Paige, another paraplegic, Mr. Rutledge. Rut 
ledge is the paraplegic, and Tarnowski is the contractor. 

Mr. Parce. In the files of the Veterans’ Administration there are 
three bids on the Parker house, and practically all paraplegic houses. 

Mr. Cuuporr. Was Tarnowski the bidder on those and your stepsor 
the architect, also, on them ¢ 

Mr. Paice. He did not. I think two of them, and two or three 
prior to that. 

Mr. Cuuporr. Who were the other bidders? 

Mr. Paice. I don’t remember. 

Mr. Cuuporr. How much over Tarnowski’s bid did they bid? 

Mr. Paice. Roughly, I guess $1,000, $1,500, $2,000. ; 

Mr. Cuuporr. By the time the written one was put in, it wouldn't 
have made any difference, would it? 

Mr. Paice. Well, that is not a question. That is a matter of ex 
pressing an opinion. 

Mr. ‘Tracue. I think we will read some of the evidence on you, 
Mr. Paige, and be done with it. 

Mr. Cuuporr. Would you please hold that one minute? There is 
one other question. 

Is your stepson going to school at the University of Southern Cali 
fornia on the GI bill? 

Mr. Paice. No. 

Mr. Cuuporr. Not a veteran? 

Mr. Paice. He was a candidate for the merchant marine. He took 
an examination, candidate for the Merchant Marine Academy, which 
is at San Mateo, Calif., I believe, in April 1945, and was accepted 
and he went there to school, and I believe he went for 2 years. 

Mr. Cuvporr. So he wouldn't be eligible for any GI benefits? 

Mr. Pater. No. : 

(Whereupon, Mr. Teague read from the committee’s summary, 
relative to Mr. Paige, that portion pertaining to Robert H. Skinner.) 
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Mr. Teacur. All this was supposed to take place while you were 
loan guaranty officer. Whom were you supposed to represent? What 
were you supposed to do? 

Mr. Paice. May I say just one thing? 

Mr. Tracur. Yes, sir. 

Mr. Patce. I think that during the time from 8 in the morning un- 
til 4:30 I was responsible to the Veterans’ Administration, but |] 
think that I had the constitutional right from 4:30 in the evening 
until 8 the next morning and on Saturdays and Sundays, as long as 
it was not detrimental to the Veterans’ Administration, to do any- 
thing I chose. 

Mr. Treacve. You are contending that nothing you did was detri- 
mental to the Veterans’ Administration? Is that right / 

Mr. Pater. That is right. If I can have a second, I would like to 
make a recommendation now to this committee and to the Veterans’ 
Administration, and that is, that when a person is hired by the Vet 
erans’ Administration or other elvil service body that he be given a 
set of rules and regulations, and that his first official action would be 
to read those rules and regulations. I have never seen anything like 
that. I worked for the Home Owners’ Loan Corporation, and I never 
saw them there, and I never saw them at the Veterans’ Administra- 
tion. 

Mr. Tracur. Did you tell Mr. Fadner to change dates on these 
documents ¢ 

Mr. Paice. I refuse to answer. 

Mr. Treacur. I thought you would refuse. 

(Whereupon, Mr. Teague read from the summary of evidence 
against Mr. Paige, that portion relating to receiving $2,000 from the 
San Diego Federal Savings and Loan Association for overtime pay 
for Veterans’ Administration employees. ) 

Mr. Tracue. Did you ever receive $2,000 in cash from the San 
Diego Federal Savings and Loan Association purporting to be over- 
time pay for Veterans’ Administration employees / 

Mr. Paice. I refuse to answer. 

(Whereupon, Mr. Teague read excerpts from the committee’s sum- 
mary of evidence against Mr. Paige.) 

Mr. Treacur. That is the summary of our evidence on you. Are you 
married ¢ 

Mr. Paice. Yes, sir. 

Mr. ‘Tracvr. Do you have any children? 

Mr. Paice. A stepson. 

Mr. Treacur. You said he was a veteran or not a veteran / 

Mr. Pater. Not a veteran. 

Mr. ‘Teacur. Any other questions? 

Mr. Cuvporr. I don’t think there is much we can do. 

Mr. Morron. I have nothing. 

Mr. Orr. Of course, you said, Mr. Paige, that you don’t see any- 
thing wrong in your actions before 8 in the morning and after 4:50 
at night, as long as they don’t work against the best interests of the 
veteran or the Veterans’ Administration or the Government and that 
they are nobody’s concern but your own. 

The fact is that all these actions do operate against the best inter- 
ests of the Government. Your position was a position of trust, and 
t seems to me that we are approaching a very low period in the 
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morale of the country when instinctively persons of trust cannot rec 
ognize that which is ethical and that white is unethical. 

I don’t care to comment on the criminal aspects of this case. That 
is a matter for the district attorney, but I cannot let this case g 
without commenting on the fact that yours was an unethical activity 
your being a representative of the people of the country. If we hav: 
to legislate and control ethics and the conduct of men, that is failur 
in our form of government. That is all I have to say. 

Mr. Treacue. Any other questions ¢ 

Then that is all, Mr. Paige. 

Mr. Paice. May I answer your statement that every time I refuse: 
to answer, my refusal was made on the basis that anything I migh 
say would go as evidence that could convict me, and I stood on my 
constitutional rights. 

Mr. Teacur. Mr. Paige, I don’t blame you. If I did the thing 
that you did, I would stand on my constitutional rights, too. I don’t 
know you, Mr. Paige. There are people in this room who kno 
whether you are honest or as crooked as a dog’s hind leg, but that 
is all I have to say, sir. 

Mr. Orr. Mr. Paige, what funds did you get for building a hon« 
at 1381 Muirlands Drive, La Jolla? 

Mr. Paice. I refuse to answer. 

Mr. Teacue. O. K. That is all. 

Mr. Charles Faas. 


STATEMENT OF CHARLES ROBERT FAAS, CLERK, SAN DIEGO, CALIF 


Mr. Donnettey. My name is Jack A. Donnelley. Iam an attorney 
representing Mr. Faas. 

Mr. TEAGUE. Charles, did you sel] your certificate of eligibilit) 

Mr. I ,As. I refuse to answer the question on the grounds of col 
stitutional rights. 

Mr. Tracve. Charles, you can do that. You have got an attorne) 
Someone has hired an attorney for you, a smart man, but this o1 
loses every veteran’s benefit you may have in the future. You mig! 
get sick and vou will have $10,000 worth of hospitalization, but t! 
one loses all that. I hope they are trying to protect you in telling t 
truth. I don’t know whether they are or not. You know whetlx 
you sold it or not. We know you did, but you are just making 
mock trial in refusing to answer, I think. Take the advice of yo 
attorney. 

Mr. Cuvporr. Did you ever get a certificate of eligibility to buil 
house ¢ 

Mr. Faas. Yes, I have. 

Mr. Cuuporr, And when you made ap yplication for the certific: 
did you tell the Veterans’ Administration that you were going to bui! 
a house and live in it ¢ 

Mr. Faas. I refuse to answer that on the grounds previously stated 
it might incriminate myself. 

Mr. Cuuporr. Was a house ever constructed as a result of yo 
getting an eligibility certificate from the Veterans’ Administration ! 

Mr. Faas. Yes. ‘ 

Mr. Cuvuporr. Where was the house constructed ? 

Mr. Faas. The house is at 5813 Redwood Street. 
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Mr. Cuuporr. Where is that, in San Diego? 

Mr. Faas. It is San Diego 5; yes, sir. 

Mr. Cuuporr. Are you living in that house now? 

Mr. Faas. I intend to move into that house in the near future. 

Mr. Cuuporr. Is anybody living in it? 

Mr. Faas. Well, not at present. 

Mr. Cuuporr. Is it completed ? 

Mr. Faas. Yes, sir; it is completed. 

Mr. Cuuporr. When was it completed / 

Mr. Faas. I don’t remember the date of completion. 

Mr. Cuvuporr. Approximately. I am not going to hold you to the 
exact date. 

Mr. Faas. I honestly don’t remember the date of completion. 

Mr. Cuvporr. Was it completed 2 months ago, 3 months, 6 months 
ago? 

Mr. Faas. No; some time ago. 

Mr. Cuuporr. Why haven’t you moved into it? 

Mr. Faas. I am moving into that in a few days, if I can. 

Mr. fecnetedy Who gave you a loan to build the house ? 

Mr. Faas. San Diego Federal Savings and Loan Association. 

Mr. Cuuporr. And do you make payments to the San Diego Fed- 
eral Savings and Loan Association ? 

Mr. Faas. Yes, I do. 

Mr. Cuuporr. Monthly payments? 

Mr. Faas. Yes; it will be monthly payments. 

Mr. Cuvuporr. How much do you pay a month ? 

Mr. Faas. I| believe it is forty-nine and something. 1 forgot the odd 
cents. 

Mr. Cuuporr. Who built the house, do you know ? 

Mr. Faas. Repeat the question. 

Mr. Cuuporr. Who built the house? Who was the contractor that 
built the house ? 

Mr. Faas. I believe it was Hubner Building Co. I am not cer- 
tain. 

Mr. Cuuporr. And you are related to A. B. Jackson, aren’t you? 

Mr. Faas. Yes, sir. 

Mr. Cuuporr. He is your brother-in-law ? 

Mr. Faas. Yes, he is. 

Mr. Cuvuporr. And he was vice president of the San Diego Fed- 
eral Savings and Loan Association ¢ 

Mr. Faas. He is, but I don’t know anything ebout Mr. Jackson’s 
business activities. 

Mr. Cuvuporr. Did you know he was vice president when you made 
application for a loan ¢ 

Mr. Faas. Yes, I did. 

Mr. Teacur. How old are you? 

Mr. Faas. I am 37, sir. 

Mr. Teacur. Married? 

Mr. Faas. No, sit 

Mr. Orr. Was your certificate ever used in connection with any 
other house ¢ 

Mr. Tracue. Were you ever eligible before this time 

Mr. Faas. No. And I don’t believe my certificate was ever used. 
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Mr. Teacur. Well, we have evidence that indicates otherwise, 
Charles. 

Mr. Cuvuporr. Did you ever ask to construct the house at 4351 
Middlesex Drive, San Diego? 

Mr. Faas. I refuse to answer that question. ‘ 

Mr. Teague. Charles, who is trying to protect you? You are hurt- 
ing yourself. Nothing on earth would hurt you, and you wouldn't 
have got in trouble if you had answered the questions honestly. As it 
is, you are getting yourself in trouble. The record shows that you 
permitted Alton B. Jackson, vice president of the San Diego Federal 
Savings and Loan Association, and his wife, Irene, to use your certifi- 
cate of eligibility and submitted false statements to the Veterans’ 
Adusimiattation on or about September 27, 1950, in connection with 
the guarantee of a loan on a house constructed by Jackson at 4351 
Middlesex Drive, San Diego, and that you refused to cooperate in the 
investigation and was arrested on July 3, 1951, and that you are 
presently at large under a $1,000 bond. 

Charles, you are letting some people lead you on. ‘Take some good 
advice. You get out by telling the truth. 

Mr. Faas. Mr. Teague, I don’t feel that I have done anything 
wrong. 

Mr. Teacve. All right: And good luck to you. 

Any other questions ¢ 

That is all. 

Is Mr. Leonard P. Wessell in the room ¢ 

Mr. Wesseti. Yes, sir. 

Mr. Treaevr. All right, Mr. Wessell. We will hear from you. 


STATEMENT OF LEONARD P. WESSELL, COMMANDER, UNITED 
STATES NAVY, RETIRED, SAN DIEGO, CALIF. 


Mr. Treaevue. All right. Just get started. 

Mr. Wessexii. Gentlemen, I preface my remarks with a great deal 
of diffidence that I come before this committee, and I will not throw 
out my notebook, as it were, realizing that I am not an author, but 
I am just doing a lot of talking. 

I am one of the GI's that you have here, and I have been hurt to 
my guts. I can’t get anybody out to my place, no one. I am going to 
show you information which you won't believe until you come out 
to see, and I will invite Mr. Chudoff to come out for lunch, and I will 
furnish him with old clothes, so he won't get caught short. He won't 
believe it until he sees it. 

I think that the committee has missed, if I might venture or pre- 
sume to state these things, a side of this investigation, because all of 
this, as far as the GI is concerned, could have been alleviated if it 
hadn't cone clown to the Inspector stage. 

Of course, you have presented here, Mr. Teague the morale deteri 
oration, as you think, very mildly and very politely. It is worse than 
that. 

At any rate, a side of the question which hasn’t been brought up in 
the city of San Diego. 

Now, a member of the San Diego Chamber of Commerce stated to 
me about this information which I have here; he says that I am 
loaded. Yes, Iam loaded with a lot of documents and a lot of sketches 
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and pictures I have got, all authorized and confirmed, and it has been 
verified. 

The man who verified it is Mr. John A. Jones, an independent builder 
of 64430 Cherrynut Street, San Diego 13. 

These pictures don’t re: ally tell the whole stor y- I would like to tell 

you that. 
" Like I say, when I started out I was a trusting GI. I did not know 
nothing contractual, but you can see from these notebooks that I 
have been studying civil law and criminal law. I know more. I feel 
like Mr. Hoover: I am becoming an expert. I started from nothing, 
and went up with the millionnaires, and I started with the million- 
naires, and I am going down. I am down $2,500 now. But I thought 
I was getting a home. 

To make it brief and not take too much of your time, the ramifica- 
tions of this thing are rather unbelievable. This committee has 
got 
Mr. Tracur. You better get down to it or we will cut you off in 3¢ 
minutes. 

Mr. Wesseiy. Very well, sir. In September I got a receipt for 
$100 for the Dennstedt Heights—I challenge the members of this 
committee to look at that receipt. That is where that is. He did not 
own the property, and in the second place he violated the State law 
when he took the money. 

Mr. Tracur. a: hy did you give a man money for that? 

ir. Wesse! The answer is I had hope. 

Mr. Teacur. I don’t know why anyone would buy anything like 
that. 

Mr. Wesse.u. I presumed it was a home, it was a GI home. The 
fellow was Dennstedt. I presume Dennstedt received the money again. 
[ didn’t know until 3 or 4 months all the ramifications, and I knew not 
what they were, whether Dennstedt. I don’t know who signed the 
papers, whether they were an investment company or a corporation. 
I gave this broker, which I found now that he probably was a con- 
tractor, that the Dennstedt Co., they were authorized under the law 
and so on and so on, and he took my money, and that was a violation 
of the State law. I learned a lot. 

I have now a civil suit against this particular broker for $10,000, 
and with information that has come up since, I am advised to raise 
it to a top of $20,000. 

Here is the way this elevation appears. L was shown plans and 
specifications on this property, and this property calls for a garage, 
right facing a garage. 

I wasn’t told I was on filled ground. I wasn’t told I was on filled 
ground or anything else, and I wish the committee would look at that 
ind see if I am damn fool enough to buy anything like that. The 
house was built on filled ground, and I signed the contract, which was 
presented to me. 

Right here is a photostatic copy of this contract. This is blackleg, 
llegitimate. No view from either story, although you can go into 
the real-estate market and find me a better piece of property, and the 
guy that will aece pt this is hope ‘less. But here it is. 

The predominant factor in this thing is, you must appreciate, that 
this is Sanaa by E. W. Dennstedt of the Dennstedt Co., and they did 
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not own this property, where they offered to sell and give you this 
property. 

In one of the paragraphs here it says that, accompanying this 
particular offer to purchase would be the request for the Veterans’ 
Administration loan. That request never has appeared. I cannot 
find it. I have a certified copy of my record in the Veterans’ Admin- 
istration, in my record in that folio. This is the request, and I signed 
it in blank. I admit that I signed it in blank, but I trusted him. I 
was a GI and had a certificate of eligibility, but, God, what I trusted. 
This application never appeared. 

Now, the house was built, and the specifications were changed. I 
am supposed to have the 17 piers up here. They changed the founda- 
tion, as they put in a solid, so-called solid foundation. Well, in 
pettns in that solid foundation—I will show you some of the pictures. 

fou won't believe it. 

Just before that, I got started on this, and after February, when 
1 entered the house, on February 7, I found I was on a 33-foot preci- 
pice, and my property was being washed down those 33 feet. 

And I investigated, and I went to my lawyer, and he started look- 
ing around, and I have been almost threatened with physical assault 
when I get in the Veterans’ Administration. I have been literally 
thrown out of that office in the Veterans’ Administration, but I have 
the information now that I wanted, and I am willing to go ahead and 
sue. 

Now, I have got onto the State real estate commission, senior 
deputy there, and he says a questionnaire was submitted by the Denn 
stedt Co. and the Dennstedt Investment Co.—you must keep these 
straight—and in that statement it says that the land was not filled or 
no erosion, and 13 other statements. In total there were 15 misstate- 
ments and three misleading statements, and in those they violated two 
State laws. And one was they received $100, and the second violation 
was that I signed this contract before I read it or had an opportunity 
to read it, the job report, which is required by the State law. And at 
the same time, neither the broker nor Mr. Dennstedt, neither one 
owned the property. It was owned by the Dennstedt Investment Co. 

And you go back to the house and you will find a ramification of 
things. 

All right. That is dated October 11. From that date on we had 
gone down for those files. I had a little difficulty with the man behind 
the desk, and that was straightened out with blueprints, and I have 
all the copies now. In getting those blueprints I was able to find and 
trace down the changes. 

The Veterans’ Administration: to this time hasn’t come in, and I 
hadn’t got that information yet, but the man behind the desk—and I 
finally got one more about the inspectors who inspected the house, 
und they wanted to change the foundation of the house. I couldn't 
get the authority. I wanted him to show me the authority in the city 
code here, to show me where you can change the foundation in my 
house. Here is the code and the civil law. You can’t change any 
foundation in any contract. Well, that is as far as I got with them. 

Well, I finally got up with the Veterans’ Administration, and on 
August 24, after I had gathered considerable information from the 
files in the city clerk’s office, I sat down and studied the files and the 
maps and the preliminary maps and sketches, and I prepared this 
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letter for D. T. Watson, Division of Real Estate, State of California, 
and 2 days later, I put a cover letter to this to the State Contractors 
License Bureau, and also to the Veterans’ Administration. 

About a month after I started that investigation with this letter, I 
went to the Veterans’ Administration and I talked to Mr. Wyman, and 
I showed him this letter, and he said, “You have some document there, 
but what are you trying to do, tear the world open ?” 

Well, whether I am or not is immaterial. 

Then I kept trying to find out where these specifications were, these 
documents, the plans and specifications. Well, I found I got nowhere 
at all down there. I used to telephone. I called Mr. Paige. I never 
saw Mr. Paige until this morning, but I called him on the telephone. 

“Well,” he said, “the piers under the foundation are 2 by 6.” 

I said, “Tell me the name of the book where I can read it. I can 
read a little bit.” 

He said, “I think I better take you into the office.” 

I went in with Mr. Dodge. Pretty rough there again. No more. 

On the 15th of April I had a conference with Mr. Dodge, and I 
pinned him down, “Where may I find the specifications?” 

Well, he did the same sort of dance, “joists, beams, sills,” and so 
forth. 

“T want to see the book.” 

He finally admitted that they had no book. Then I knew I was on 
the right track, but he used Federal Housing Administration, but he 
and Mr. Wyman would come out to my property the 16th—the 17th. 
That is all in my notes, gentlemen. 

Well, getting from Mr. Paige to Mr. Dodge: Mr. Dodge took Mr. 
Wyman on the 17th of April to nfy house. They didn’t come to my 
door and ring, as I expected, but I observed them in my back yard. I 
was afraid they were going to fall off this 33-foot cliff, and I went out 
and asked them what could I show them. 

In the meantime, I had gotten this on the 16th—the 13th, and by the 
17th we had a lot to do on that. 

They looked around the property, and Mr. Dodge says that he did 
not see much wrong, he did not see any filled ground, he did not see 
I had any specific problems. He asked me what I thought ought to 
be done. and I told him that there were two paragraphs, sections. in 
the minimum property requirements for the southern California dis- 
trict of the Federal Housing Administration which I know the Vet- 
erans’ Administration adopted, and as such, I asked the parts be con- 
structed in accordance with the minimum construction requirements. 

I will show you a photograph here which shows my house as it is 
today. It isa mudhole, has no drains on this property. That involves 
considerable 

The upshot was I would like to put the developments of section 400 
and section S00 in. As it is, all section 800 is is just a matter of quot ing 
a lot of Important requirements. 

| showed him that the re were no drains on the property from east 
to west, and that the water drained on me from all quarters, due to 
my soil being down 33 feet. Why, he says that it was up to me to 
protect the Veterans’ Administration loan by rectifying these con- 
ditions. 

Well, I quoted him a few of these paragraphs concerning what they 
are supposed to do. He said I was crazy to do anything like that. 
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I said I made a written statement for $3,000 loan, and Mr. Wyman 
pops up and he said, “Who do you think is chief sponsor?” : 

I said, “Ciod knows.” 

And he said,“I am going. That is enough.” 

And it came out that I didn’t have to follow the minimum construe 
tion requirements, 

Of course, I can recall now ye he said, too, that, “I don’t know 
the difference between a lot and ;: ip lot.’ He had to be clarified by 
Mr. phones Une he was on the plot. 

Mr. Cuvporr. How much were you paying ¢ 

Mr. W. ESSELL. The whole contract was $103 oO, S7.850 was the cost 
of the house alone. 

Anyhow, the way the thing ended up, Wyman did not know that 
even the State had its people on the subdivision, so I just wipes him 
off the book. 

Mr. Dodge said he would have Mr. Dennstedt send me a letter 
that would do the satisfactory thing. 

And when I had a particular title, I thought I was going to be 
physically assaulted, bitter, acrimonious phraseology, Mr. Wyman; so 
I seen he was white in the face and trembling, and I felt for his safety, 
but that the bus wouldn’t hit him as he walked across the street. 

With this information I went to the Federal attorney. That was in 
May or June. From then on, I won't say I had anything to do with 
it, but, nevertheless, things began to hop. 

Now, I have prese nted the same information to the city attorney. 

Now here at this hearing, and I think there is another lead. The 
grand jury knows of this. I have no irons in the fire. I went before 
this State Contractors License Bureau, before the Commissioner, for 
misstatement on the original falsehood with respect to the broker's 
license, with respect to the corporation broker’s license. That will re 
quire considerable work and study. 

Well, I got down to the facts, and when I got into the files, now 
I can see some of the light of day. 

I have worked here on all the inspections. I changed from plan 4 
to plan 2 for reasons of my own. And that was all. The letters are 
here. , 

Now. on the 17th of October the Dennstedt Co. writes to the Vet 
erans’ Administration about this change, and on the 18th they write 
about the same thing to the Dennstedt Investment Co., who has noth 
ing to do with the buil ling. 

In this letter, or a paragr: aph of the October 18 letter, they state 
that the city building department requested the Dennstedt Invest- 
men Co., because of the nature of the soil, to provide a solid founda 
tion instead of piers. 

Well, I went to the city. I will show you gentlemen whether I am 
on filled ground or not. I have looked at this blueprint of Estelle 
Street for that canyon for lots 31 = 32. It was originally planned 
to build a road up through there, but during the de} yression—they 
are in the city files—why, that canyon was filled, fn that is where 
I am and I am gradually getting down to the bottom. There are other 
houses, but I am down there. 

I regret to say that I have had no help whatsoever, excepting a 
friend, a local assemblyman, who has stuck his neck out. The Amer- 
ican Legion wouldn’t tackle it. I haven’t been able to persuade other 
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people. They are frank: “If they can do that to General Mac- 
Arthur, hell, what can they do to you?” 

I don’t care. Let us get down to the details of the house. I have 
only about an hour more. Here are a few sketches. 

Mr. Teacur. Just about 10 minutes. 

Mr. Wesseii. Yes. I have gotten something here, where the Vet- 
erans’ Administration comes into it. You tell me where this money 
went. It is misleading and it is not correct. It was signed by Denn- 
stedt Co. It was also O. K.’d by the Dennstedt Corp. I have a $550 
impound. I have yet to find out what the impounds were. 

The thing was handled by the broker, which is contrary to the State 
brokers license law, and so forth, and to such extent that I couldn't 
find the details. 

Naturally, as a GI I wanted a home, and I was home hungry. As 
a matter of fact, all these things you have heard so far is based on 
the psychology of the GI’s ignorance and his home-hungriness. 

Dennstedt does not have a contract to anybody to build this house. 
[ have a contract with Dennstedt Co., which are builders and brokers, 
to build the house, and I never paid them a cent at no time. 

I have got a house. Who is going to pay for it? That will be 
ironed out. I have gathered the State Contractors License Bureau 
acquisitions and detailed law, prints, blueprints, sketches—this is the 
Veterans’ Administration file to be, and I will now show you gentle- 
men a picture back to where you could all be protected. The inspector 
is the man who can do it. That is, the contractor’s inspector for the 
building. 

Here is my foundation [indicating]. That is man-made. That 
is a violation of all Federal Housing Administration requirements, 
minimum construction requirements. It is chiseled through, broken 
at the top, broken completely through. And you can see the crack 
here. I don’t have to translate it for you. Here is another similar 
sketch in different ink, which will show you footings. That footing 
is supposed to be confined, and based on a certain specific force of 
compression, 2,000 pounds per square inch. 

There you see a fur piece and all. The drains were left open. That 
hole [indicating] was there, and this hole crack. 

Now, I will show you this [indicating]. It is too detailed, unless 
you follow it down here, and you will see that there are five dozen in 
the foundation of that house. That is part of this [indicating], and 
these foundation walls are out of plumb. 

From there on you have got a house that Jack built, and nothing 
will straighten it. The found: ations of the north wall and the south 
wall are out of plumb, one 7 and one 8 inches. 

The worst part of that is that this footing is not an integral part 
of the wall, and if you observe those [indicating], you will find that 
the braces were left in and the form or forming joints were left. 

How could any inspector for the Government or any contractor’s 
inspector pass anything like that? That is bad enough in itself. 

Mr. Tracur. Do you — that this is an isolated case? 

Mr. Wesseu. No, no, no, I do not, but if it is, that is no criterion 
one way or the other. The fact of it is when you get up on the roof 
here [indicating] you cannot find any construction of any minimum 
requirements of the city, city code. The ridge should have nothing 
on it. That is not exaggerated. 
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If you look clear through there [indicating], you will find that it 
is short and long, too. They are hung by one nail. 

Well, I will state broadly that 99 percent of all the sawing is off- 
square. When you start from this foundation, which is out of plumb, 
and place a still on it, you can see 60 feet of daylight through the sill. 
The only place touching is above the transverse wall, above the founda- 
tion. The joists come across. The joists only are bearing on it. 

The house is settling, and here is another view here | indicating]. 
The house is cracking inside, and because cracks are inimical to the 
safety of the house, there is no use fixing them. 

I have a statement of Mr. Jones that he doesn’t think the house can 
be substantially fixed. The code says it can’t be built on filled ground, 
if compression tests were made. My land was trespassed on last year 
by the San Diego Testing Laboratory. Nobody had my permission to 
come upon my land; they could have had it, but they didn’t. 

But, anyhow, I have here | indicating |—that is part of that upper 
construction. You will see that the bearing on the roof, with the ex- 
ception of about five points, is bearing on the ceiling joists. That is 
why the house is cracking. 

Some time after doing this investigation with the city, this city 
inspector, behind the desk, he found in the files a plan 4 with a for- 
warding letter. This plan 4 was written by the Dennstedt Co. to 
the city, and they handled the blueprint, which you can get, if you 
like. And it claims a compression of 6 percent of the original soil. 
Signed by Dennsted Co., Arthur L. Dennstedt, attached to the refused 
foundation, plan 4. 

When I approached the city inspector about this, all hell broke out. 
I asked him how would he suggest I get off Estelle Street where I 
lived. He hasn’t answered that. But you can get the blueprint, if 
necessary. 

The changing of the foundation and the putting in of double joists. 
If you look at the double joists that I have, there are no double joists 
with nonbearing partitions, and then there are the small transverse 
walls between bedrooms 1 and 2. There are no double-joist construc 
tion. One of them has been broken three or four times, until it is 
ineffective, and the other serves no purpose, because it is not over a 
bearing wall. All I had was double joists in one room, almost. nec 
essary. The partition for the other one is about 5 feet away, and you 
get a space between the transverse wall and the north and south wall. 
The maximum is 14 feet. 

In this blueprint [indicating] you will observe one thing: The foot 
ing should be—there was a note on the sketch by Mr. Mills: “Center 
bearing wall to be 24 inches wide.” Mills and Robert Scott. I don’t 
know who Mr. Scott is, but I know who Mr. Mills is. 

I have a picture of the footings. If you can see anything like that 
[indicating]. The law doesn’t permit a footing to be made of a form, 
but. to find rocks in the soil to rest it on. 

Mr. Treacue. Your time is up. 

Mr. Wesseii. One more second. Let us take a look at the plan as 
appearing in the files of the city. There [indicating]. 
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lam going on with this thing. Iam,indeed. And I havea lawyer 
who will advise me every foot of the way. 1am going in for every- 
thing I possibly can do. 

I do have a recommendation. I don’t think that any GI should be 
permitted to sign any paper, regardless whether a Veterans’ Admin- 
istration paper, contractor, renter, or anybody else, without having it 
explained to him by the Veterans’ Administration or by his lawyer. 
With that, none of this could have happened. 

[ find myself with plans and specifications. Why would I want a 
garage right there now, or on the left? The bedroom faces the bulk- 
head of the garage next door, and I look out through the garage win- 
dow and I can see the town pretty, with Mount Tule, but I don’t know 
why they put it in. 

Mr. Teacur. Thank you. 

Mr. Cuvuporr. Do you think if the law provided that there should 
be an easier way if we had a Veterans’ Administration attorney paid 
by the Government to advise veterans on buying homes, it would help 
considerably ¢ 

Mr. Teacur. You can’t legislate honesty. 

Mr. Wessex. That is true; but the veteran should know what he is 
signing. 

Mr. Treacue. And you ought to have known what you were signing. 

Mr. Wessetu. I am only stating that a guy shouldn't be permitted 
to sign, if he signs the way it happened with me. I was land hungry. 
I am still burning both ways. 


STATEMENT OF CLARENCE RUTLEDGE, PARAPLEGIC VETERAN, 
PACIFIC BEACH, SAN DIEGO, CALIF. 


Mr. Teacur. We have the testimony of Clarence Rutledge, para- 
plegic veteran, 4877 Gresham Avenue, Pacific Beach, San Diego, 
Calif., not present. | Reading:] 


In July 1950, Clarence Rutledge, paraplegic veteran, confined to a wheelchair, 
signed a firm contract with Joseph W. Tarnowski, for the construction of a 
specially adapted house, as provided under Public Law 702, Eightieth Congress, 
as amended, the contract calling for $12,900. 

In January of 1951, Francis G. Paige approved an increase of $1,000, raising 
the contract price to $13,900, in violation of Veterans’ Administration regula- 
tions and Public Law 702. 

Rutledge was required to increase his loan at the Bank of America by $500, 
and the items, such as the refrigerator, stove, et cetera, were used as a basis 
for this increase, some of which items had already been purchased and were 
owned by the Rutledges. 

Tarnowski admitted having made a fair and reasonable profit on the construc- 
tion of the dwelling at the time request for increase was made. 

Paige indicated that the increase was for “paper work and happy money.” 

Also Paige and Wyman shamed Rutledge for not availing himself of the full 
$10,000 awarded by the Government for this type of construction. 


The committee will stand adjourned until 1: 30. 
(Whereupon, at 12:20 p. m., a recess was taken until 1:30 p. m. 
of the same day.) 
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AFTER RECESS 


Mr. Treacue. The hearing will be in order. 
Mr. Edwin Johnson in the room? 


STATEMENT OF EDWIN JOHNSON, SECRETARY, SAN DIEGO FED- 
ERAL SAVINGS AND LOAN ASSOCIATION, SAN DIEGO, CALIF. 


Mr. Teacver. Mr. Johnson, will you relate the details and circum- 
stances surrounding the transaction involving the sale by the Cosgrove 
Co. to Maurice and Myrtle Skipper Leyser, which transaction, I think, 
was handled by you as an official of San Diego Federal ? 

Mr. Jounson. I can’t tell you that, sir, because I did not handle it. 
The only place I came into it was very much later, and it was disclosed 
that there was a second-trust deed on the property, and they were about 
to foreclose, the first I knew of it. 

Mr. Teacur. You knew nothing of this second-trust deed until the 
property was about to be foreclosed, and I take it that your interest in 
it was that you have the—the first-trust deed, the first mortgage on 
the property ? 

Mr. Jounson. That is correct. 

Mr. Orr. I wonder, Mr. Johnson, if you will relate to the committee 
just what transpired when you had a call from some real-estate 
operator ¢ 

Mr. Jounson. I had a call from a real-estate operator, who was 
handling the property for the Leysers. He wanted to know if that 
second-trust deed was legal or if it could be forclosed. 

I told her that I did not know anything about it, but that I would 
check with the Veterans’ Administration officials and find out. As I 
recall the case, Mr. Paige was in the office at the time, and I turned 
around to him and asked him the question if it was a violation of 
regulations to have a second-trust deed, and he said that at the time 
it was given it was not. 

Mr. Tracur. At the time the second-trust deed was given? 

Mr. Jounson. Was given. 

Mr. Orr. What did the application for the guaranty of the loan 
indicate, insofar as the down payment on this property was concerned ? 

Mr. Jounson. Mr. Orr, I can’t answer that, because I don’t have the 
file in front of me. 

Mr. Orr. To refresh your memory, they required $350 down. Was 
there any indication on that form that they had not met the require- 
ments as to the down payment ? 

Mr. Jounson. Mr. Orr, I still can’t recall what the form showed. 
On my original testimony to you I did have the file in front of me and 
gave you the correct information. If you could transmute that infor- 
mation to the committee, it would be perfectly legal, I believe, because 
I don’t know at the present time what that form shows. If I knew 
that I were going to be asked that question, I would have brought that 
form with me. 

Mr. Orr. Would the contractor’s file indicate that all the terms of 
that contract had been met when the loan was negotiated with your 
company ? 

Mr. Jounson. That is correct. 
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Mr. Orr. Is there a clause or statement of some sort in the form 
that you submit to the Federal National Mortgage Association, indi- 
cating that you know of nothing that might cause this loan to become 
in default ? 

Mr. Jounson. I think that is correct. 

Mr. Orr. What does that say; just for the record ? 

Mr. Jonnson. That, sir; I cannot answer. I do not know. 

Mr. Teacue. Thank you very much, Mr. Johnson. 

Mr. Wyman in the room? Would you be good enough to take the 
stand, Mr. Wyman? 


STATEMENT OF ROBERT S. WYMAN, LA JOLLA, CALIF. 


Mr. Treacue. Have a seat, Mr. Wyman. 

What is your present occupation, Mr. Wyman ¢ 

Mr. Wyman. No occupation. 

Mr. Teacue. Mr. Wyman, were you formerly chief of the Appraiser 
Section of the Loan Guaranty Division of the Regional Veterans’ 
Administration office in San Diego, is that true ’ 

Mr. Wyman. Yes, sir. 

Mr. Treacur. Would you care to comment on or explain why you 
supplied false information when requested by the manager of the 
Veterans’ Administration on March 23, 1951, as to you or any members 
of your family or your relatives receiving gifts from persons or firms 
doing official business with the Veterans’ Administration ? 

Mr. Wyman. As I recall, at the time of the investigation I stated 
I signed a number of those I had received in the Veterans’ Adminis- 
tration and it did not contain “gifts” at that time. 

Mr. Teacur. Mr. Wyman, would you care to explain the reasons 
for having altered documents pertaining to your appraisal units in the 
Country Club Manor by Mobilhomes Corp. to June 28, 1951? 

Mr. Wyman. I don’t recall the exact statement I made at the time 
of the investigation. As I recall, the dates of the receipt of those 
papers would have no effect, and I do not recall the circumstances 
under which I made the changes and initiated them. 

Mr. Teacur. Did you, sir, increase the reasonable values that were 
made by you, or were they made by you without proper documenta- 
tion or justification ? 

Mr. Wyman. Not to my knowledge. I] always initialed and dated 
everything that was entered in the record. 

Mr. Treacue. You initialed and dated it? Did you have proper 
evidence to lead you to initial that and approve that increase in 
valuation ? 

Mr. Wyman. In most cases it was at the request of the veteran and 
who was anxious to obtain a home. It had been thoroughly discussed 
with him, and it was still within the reasonable value that was es- 
tablished, even though higher than the appraisal. 

Mr. Teacur. Mr. Wyman, would you explain why there was a total 
absence of any documentation in many of the files, where there had 
been an increase of reasonable value? 

Mr. Wyman. No. 

Mr. Teacur. Was it the policy of your office for you to increase 
the reasonable value, or what happened ¢ 
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Mr. Wyman. I wouldn’t say it was the policy, but a discussion was 
held with the land committee, composed of the loan-guaranty officer, 
assistant and chief appraiser, on any great number of changes that 
were mace. 

Mr. Tracur. Was it common practice, where a veteran came in and 
requested that his appraisal be raised, that it was done? 

Mr. Wyman. No. It was investigated thoroughly before any 
( hanges were made, 

Mr. Orr. Mr. Wyman, would you explain to the committee just why 
a veteran would come and request an increase? I think we are talk- 
ing about individuals? 

Mr. Wyman. Yes; that is right. 

Mr. Orr. Would you hold a meeting of minds and get together 
on the price, and by that I had reference to increases relative to cur- 
rent figures, or were they all cut and dried? 

Mr. Wyman. I think you have covered the situation, Mr. Orr, in 
the fact that individuals would request a change in their appraisal 
in order to purchase a certain piece of real-estate property, and it was 
necessary for us to have something in the record, and we would ask 
them to put it in writing. Where a question of a tract change was 
made, it was handled entirely by the real-estate committee, we will 
say, although no meeting of the minds, as far as the office is con- 
cerned. 

Mr. Orr. You spoke of real-estate committee. What kind of com- 
mittee is that ? 

Mr. Wyman. Well, it is the land committee composed of the loan- 
guaranty officer, assistant, and chief appraiser. 

Mr. Orr. When the committee had made a decision, wasn’t there 
some documents supposed to have been put in the file? 

Mr. Wyman. Never was any documents put in. It was verbally 
agreed on by the committee. 

Mr. Orr. Do you think that is a very good policy ? 

Mr. Wyman. I am not a policy maker in this instance. 

Mr. Orr. I mean your own personal opinion. 

Mr. Wyman. I don’t feel that I am in a position to express a per- 
sonal opinion. 

Mr. Treacur. Mr. Wyman, would you explain the circumstances 
surrounding your having approved an increase of $1,000 over and 
above a contract price existing between Clarence Rutledge, paraplegic 
veteran, and Joseph W. Tarnowski, building contractor / 

Mr. Wyman. ti was not my intention that that was an approval. 
It was simply a transfer of technical advice at that time, which we 
both—Mr. Davis and myself—approved as a teclinical increase. There 
wasn’t any idea of approving the contract. I believe that has to be 
approved in Washington. 

Mr. Treacur. That is what it virtually amounted to, wasn’t it? 

Mr. Wyman. Not to my knowledge. 

Mr. Tracur. Didn't Mr. and Mrs. Rutledge have to fo out to the 
Bank of America and increase their loan from $8,200 to $8,700? 

Mr. Wyman. I don’t know. 

Mr. Teacur. What were the circumstances surrounding your hav- 
ing affixed your signature to this? 

Mr. Wyman. On the real figure of the cost of the house at the time. 
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Mr. Tracur. Would that have been proper, since you state you were 
not authorized to increase that loan, to have submitted it to the central 
office and not require the Rutledges to have to increase their loan at 
the Bank of America before getting a final approval from Wash- 
ington ¢ 

Mr. Wyman. That letter was written to Washington for approval. 

Mr. Tracur. Why did the Rutledges go to the bank and increase 
their loan by $500? 

Mr. Wyman. As a matter of fact, I didn’t know anything about it. 

Mr. Tracur. Do you recall having—— 

Mr. Wyman. The papers. I recall the papers, but I don’t recall 
anything in regard to the Rutledges going to the bank, because I had 
no contact with that procedure. 

Mr. Tracur. Did you ever have any contact with the Rutledges 
with respect to this particular loan? 

Mr. Wyman. I advised them at their house before the building 
was started, and inspected the house two or three times during the 
course of construction, but they were not there. 

Mr. Treacur. You criticized the Rutledges for failure to make use 
of the full $10,000 that they were out ? 

Mr. Wyman. No. 

Mr. Teacur. That testimony was read in the record this morning. 

Mr. Cuuporr. I take it you were pretty well familiar with the Rut- 
ledge appraisal. Do you remember it pretty well at the present time ? 

Mr. Wyman. From what I have heard here this morning. 

Mr. Cuuporr. You made the original appraisal, didn’t you ¢ 

Mr. Wyman. No, sir. 

Mr. Cuvuporr. Who made the original appraisal ? 

Mr. Wyman. I don’t know. 

Mr. Cuuporr. You increased the appraisal $1,000; is that right? 

Mr. Wyman. Not that I know of. 

Mr. Cuuporr. Didn’t you approve an increase of $1,000? 

Mr. Wyman. Recommended the approval of an increase. 

Mr. Cuuporr. What was the original appraisal? Do you remem- 
ber the amount of it ? 

Mr. Wyman. No. 

Mr. Cuvuporr. What was the original $1,000 increase you recom- 
mended, on what basis ? 

Mr. Wyman. On the basis of the refiguring of these contracts at 
the time the recommendation was made. 

Mr. Cuuporr. Wasn't there some personal property involved in the 
recommendation ¢ 

Mr. Wyman. Not to my knowledge. 

Mr. Cuuporr. Wasn’t there a refrigerator and gas range and other 
items like that figured in the recommendation ? 

Mr. Wyman. I don’t recall. I don’t recall the letter, whether it set 
forth the household equipment or not. 

Mr. Cuuporr. $1,000 is quite a substantial increase, isn’t it? You 
have to do something to get $1,000 more value on property. 

Mr. Wyman. Yes, sir. 

Mr. Cuvuporr. Now, what was on the property that accounted for 
the $1,000 increase ¢ 

Mr. Wyman. I don't recall the details. 
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Mr. Scupper. How long after the appraisal was made did you make 
and complete the $1,000 increased appraisal? Quite a time lapse? 

Mr. Wyman. There was quite a time lapse between the original 
appraisal and the time increase was seaeaiied, 

Mr. Scupper. About how long? 

Mr. Wyman. Anything I might say would be a guess, and I would 
say it was several months. 

Mr. Scupper. The house had been constructed ? 

Mr. Wyman. It was under construction. 

Mr. Scupper. The original appraisal was made before construction 
was started ? 

Mr. Wyman. Yes, sir. 

Mr. Scupper. And the loan was not made until it was pretty well 
under way ? 

_Mr. Wyman. Usually it would require 30 to 60 days between the 
time the papers were sent to Washington and before anything was 
started on one of those houses. 

Mr. Scupper. What was the occasion for the increase? Did you 
give any reason for the increase ? 

Mr. Wyman. The basic reason, I would figure, would be the in- 
creased cost of construction over the period of time. 

Mr. Scupper. Had there been any increases in wages during that 
particular time? 

Mr. Wyman. I don’t recall the details of the increases, but costs were 
varying considerably over a period of time at that time. 

Mr. Scupper. Was the original contract signed with an escalator 
clause ¢ 

Mr. Wrman. No. 

Mr. Cuvuporr. How could you justify the increase in the cost of 
construction? There was a firm price in the contract. 

Mr. Wyman. Yes, sir. 

Mr. Cuvporr. How could you possibly increase the cost of the house 
to the Rutledges ? 

Mr. Wyman. I recommended the increase. 

Mr. Cuvuporr. Well, it was finally approved, wasn’t it? 

Mr. Wyman. I don’t think so. 

Mr. Cuvuporr. As a matter of fact, the Rutledges went to the Bank 
of America and increased their loan $1,000. 

Mr. Wyman. Mr. Orr can tell you whether it was approved or not. 

Mr. Orr. The central office in Washington did not approve that in- 
crease, and they wrote the office here and told them that they had no 
right to increase the firm contract. 

They turned it down, but in the meantime the Rutledges had gone to 
the bank and been required to borrow the sum of $500 to match the 
award that they anticipated the central office would grant. 

Mr. Cuvuporr. So the credit goes to the central office in Washington 
for keeping these men from getting away with things like that ¢ 

Mr. Teacur. That is all, sir. 

Mr. Carlos Tavares in the courtroom, please / 
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STATEMENT OF CARLOS TAVARES, CONTRACTOR, LA JOLLA, CALIF. 


Mr. Teacue. Your occupation is what, sir? 

Mr. Tavares. Contractor. 

Mr. Teague. You are a partner in the firm of—what firm, sir? 

Mr. Tavares. About 10, 12 different firms. 

Mr. Teacue. But you are a partner in the firm of Burgener- 
‘Tavares ¢ 

Mr. Tavares. Right. 

Mr. Teacur. Would you, Mr. Tavares, give the committee your rea- 
son for allowing Mr. Paige a discount for a lot on West Muirlands 
Drive in La Jolla? 

Mr. Tavares. Surely. Mr. Paige had been after me to sell him 
this lot for quite some time, and one day we had lunch together, Mr. 
Dodge, myself, Mr. Burgener, and Mr. Paige. And Mr. Paige said, “I 
would like to buy your lot from you. ) 

I said, “Well, I don’t know that I am going to sell it to you.” “Well,” 
I said, “Fran, you know you have got to buile la $1: 2 OK ). b $16,000 house 
on that lot.” 

Mr. Teacur. That was the cost of the local restrictions ¢ 

Mr. Tavares. Yes. And I said, “Now, there has got to be a nice 
house on it,” and I tried to discourage Mr. Paige from buying the lot. 

Mr. Cuuporr. Why did you want to discourage him ¢ 

Mr. Tavares. Because I didn’t think he was ms aking enough money. 

Mr. Cuvuporr. You knew he was working for the Veterans’ Ad- 
ministration and earning $6,000? 

Mr. Tavares. I didn’t know what he was earning. 

Mr. Cuuporr. But you didn’t think that he was making that kind 
of money to put that kind of house on that lot that the restrictions 
required for the lot, and that he might not be able to keep it, once he 
put it on there. 

Mr. Tavares. I don’t want to assume too much, but I wanted to be 
sure he was going to be able to build that kind of house. 

So after arguing quite a while, he offered me $2,000. I said no, | 
couldn't sell him the lot for $2,000. 

He said, “Hell, you make a lot of money on the lot, anyway.” 

So he found out that I sold another lot to some body for $3,000, and 
so he said, “You sold a lot to so-and-so for $3,000. Why shouldn’t you 
sell me the lot on the same basis?” 

Mr. Orr. Mr. Tavares, will you tell the committee who you sold 
that $3,000 lot to ¢ 

Mr. Tavares. I sold that $3,000 to our chief salesman, Glenn Bur- 
gener, brother of Mr. Burgener, my partner. 

And I sold two lots to Mr. Berkley D. Smith in ‘that same sub- 
division for $3,000. And the lot was listed, I believe—forty-two fifty 
is the 10 percent commission, and I saw absolutely nothing wrong in 
selling that lot to Mr. Paige for twenty-seven fifty. 

Mr. Cuuporr. We are not saying there is anything wrong about it. 
We want to know why you did it. Wecan appreciate your selling a lot 
to one of your employees. In most businesses employees sometimes 
get 10, 20 percent off on any merchandise they purchase. 
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But I want to know why, rather, the committee would like to know 
why you sold Mr. Paige a $4,200 lot for $2,700. 

Mr. Tavares. Well, very fortunately, there is a man here by the 
name of Tom Grin. He is a reporter, and he came to me 3 or 4 years 
ago to buy a similar lot, right close by in the Muirlands, and he wanted 
to build a house. I went through the same thing with Tom. Tom 
wanted this house. 

I said, “Tom, are you sure you can afford it?” I talked about the 
price of the lot. It was listed at $3,500, and I told him I would put 
it down for two. 

Now, I have done a lot of those things in this town. 

Mr. Treacur. You were interested in getting the job of building 
the house, and you wanted the property 

Mr. Tavares. No, I wasn’t going to make any money building the 
house. 

Mr. Cuuporr. Did you finally build the house? 

Mr. Tavares. No. 

Mr. Scupper. You have got prices on the—— 

Mr. Tavares. Absolutely. And some people in the business, I am 
willing to get them a chance to get a house. 

Mr. Cuuporr. It couldn’t be Mr. Paige’s job with the Veterans’ 
Administration that influenced you ¢ 

Mr. Tavares. No; not a damn bit. Not a bit. 

Mr. Tracur. This lot you sold to Smith—— 

Mr. Tavares. Yes. 

Mr. Teacur. He works for you? 

Mr. Tavares. Yes. 

Mr. Teacur. Did he buy this himself, or did Mr. Burgener buy it? 

Mr. Tavares. Mr. Burgener had nothing to do with it. Mr. Bur- 
gener is a col porat ion. Lown 51 percent of the corporation. 

Mr. Orr. Since you say you see nothing wrong in selling this $4,200 
lot for $2,750, do you know why he, Mr. Paige, refused to answer the 
question. 

Mr. Tavares. I have nothing to do with Mr. Paige, except sell him a 
lot. I had got a lot today that I list at $15,000. A man comes in to 
morrow with 12, and I will take it. 

Mr. Cuuporr. | appreciate that you are a very good businessman. | 
want to know whether you had any business deals with the San Diego 
Federal. 

Mr. Tavares. No, 

Mr. Cuvuporr. Have you ever had any building financed by them ¢ 

Mr. ‘Tavares. No. 

Mr. Cuvuporr. Have you ever had anything to do with the Cali- 
fornia Realty & Loan Co. ? 

Mr. Tavares. No. 

Mr. Cuuporr. Did they ever service any loan on property you built? 

Mr. ‘Tavares. Not that I know of. I am positive. It is the first 
time I have heard of it. 

Mr. Cuvuporr. Did you have any deals with the Veterans’ Admin 
istration concerning houses you have built for GI s? 

Mr. Tavares. That is right. 

Mr. Cuvuporr. Did you ever deal with Mr. Paige when yoy were 
doing business with the Veterans’ Administration ¢ 

Mr. Tavares. I did. 
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Mr. Cuuporr. Mr. Dodge? 

Mr. Tavares. Oh, yes. 

Mr. Cuuporr. Former guaranty officers, I presume ¢ 

Mr. Tavares. Yes. 

Mr. Cuuporr. And this is the only business you did with Mr. Paige, 
is sell him a lot? 

Mr. Tavares. Outside of the Veterans’ Administration, yes. 

Mr. Cuvuporr. Do you know who built that property on that lot? 

Mr. Tavares. No, I don’t. 

Mr. Teague. Mr. Tavares, your partner has admitted, through 
Allen Mortgage Co., as I understand, his request for appraisers for 
Clairemont Heights No. 1 and Clairemont Heights Unit No. 1, dated 
June 27, 1950, and I understand that Mr. Paige subsequently ante- 
dated it to June 7, 1950. 

Any comment you care to make on that ? 

Mr. Tavares. Well, yes. I would like to make that comment. 
This property that you are talking about, we purchased sometime in 
December of the previous year. 

Mr. Teacuer. That would be December 1949 ? 

Mr. Tavares. 1949, and at that time we planned on a pretty large 
program of at least 1,500 homes. And we went through and exam- 
ined this property, and we employed engineers. We submitted, our 
plans to the FHA. We submitted our subdivision plans to the city 
of San Diego for approval. And we discussed this project with the 
Veterans’ Administration. 

Sometime from February to June 1, I believe the record will show, 
the Federal Housing Administration received from me a letter dated 
the 15th of June—or the 18th of June, with regard to Clairemont 
subdivision. f 

On the 27th of June we received approval from the city of San 
Diego for our pattern of our lots. On that same date we submitted 
our application to the Allen Mortgage Co. for Clairemont Unit 1 and 
Clairemont Unit 2to m ike application to Veterans’ Administrat on 
for approval. 

Previous to that we received from Mutual Life of New York 1,000 
commitments. 

One fine day we found out that—I believe my partner, Mr. Burgener, 
went to the Veterans’ Administration and found out that this applica- 
tion, which was made through Allen Mortgage Co., didn’t actually 
show up until July 7, 1951, or, 1950. 

We were pretty mad, because we didn’t come under the required 
cell ng, an l we dis In’t know what to de . 

We thought of going to Washington and presenting our case, be- 
cause we had followed through all the steps necessary to comply with 
the proper fulfillment of a proper deal. 

So after about several weeks or so transpired, Mr. Paige informed 
Mr. Burgener that he didn’t think it was necessary for us to submit 
this thing to Washington. Very cumbersome. And that he felt we 
had done sufficient to warrant getting our certificates of sale without 
the relaxation of regulatioA X. Now, he said, “We can fix it up 
right here.” 

I heard no more about it until Mr. Orr came and told me, showed 
he files, one dated December 7. one dated—June 7. or something lke 


that. 
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Now, I want to tell you that every one of our houses we got under 
that we sold with 5-percent down payments regardless of the fact 
that we had this thing. 

Mr. Cuuporr. Especially when you were so kind as to sell him a lot / 

Mr. Tavares. That has absolutely nothing to do with it. That has 
absolutely nothing to do with it. If I wanted to help Fran Paige, 
I would have given him the lot. 

Mr. Cuuporr. Certainly, if he wanted to help you he could help 
you! 

Mr. Tavares. We don’t need his help. As a matter of fact, he 
didn’t do us any good on those appraisals. You know how it is. 
You get the real estate. I know that you go further, but he can lose 
just as well as anybody else, the same loss you got to take for building 
houses. 

We have been backing this voluntarily, and suggested cartain places. 
If he wants house for veterans, of if he want house for people, they 
have got to give the builder a chance to make a couple of hundred 
dollars. 

Mr. Cuvporr. I haven’t seen any builders here in 

Mr. Tavares. I would be glad to do this: In our subdivision of 400 
home on Veterans’ Administration, if we have made more than $500) 
home, I will donate $50,000 to any charitable organization. 

Mr. Cuvuporr. You think that is a proper profit, $200,000? 
Mr. Tavares. I didn’t say $200,000. I said a couple of hundred 
dollars on 400 homes. 

Mr. Cuuporr. You don’t want the poor veterans to make 4 percent 
when you can make $200,000 on an operation ¢ 

Mr. Tavares. That is a very low profit. 

Mr. Cuuporr. Nobody makes money building cost houses. You 
didn’t build them. If you didn’t have a profit building houses, you 
couldn’t make $200,000 on the operation. 

Mr. Tavares. I don’t see why we shouldn’t take advantage of it. 
We have got the cost from Washington. Through the grapevine they 
are asking us to submit a large deal. 

Mr. Cuuporr. You are not satisfied with 4 percent ? 

Mr. Tavares. If I knew I could make $500, I would. 

Mr. Teacue. I am not criticizing you for building and making 4 
percent. I am not justifying the law. As a matter of fact, I voted 
against this law, and my object is to see what is wrong with the law. 
that I can recommend to my colleagues on the committee and to the 
Congress, for amendment, whatever is necessary. So we want that 
good, and the committee wants both sides of the argument on this 
housing program. 

As a matter of fact, I have been against everything, and that has 
been the pattern for the last 8 years. We are here on the water soft 
ener problem again. Do you want to say anything on that? 

Mr. Tavares. I don’t know very much about that water softener 
deal. I told Mr. Orr that he is welcome to come down to our houses, 
and that our books are open, and he can find out how much profit we 
made on water softeners. I don’t know how many water softeners 
we sold up there, and I don’t care. I know that my hands are pel 
fectly clear. 

Mr. Orr. How much did you sell them for? 

Mr. Tavares. I don’t know. 
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Mr. Orr. Some for $349 and some for $345, I believe. 

Mr. Tavares. I don’t know why you are working on those water 
softeners all the time. 

Mr. Orr. The reason we are working on them is that they cost 
$81.50, plus some extra interest and installation costs. 

Mr. Tavares. They are a headache, as far as we are concerned. 

Mr. Orr. I think they are a headache to the veterans. 

Mr. Cuuporr. Did you make a profit on those? 

Mr. Tavares. I don’t think we made any profit. 

Mr. Cuuporr. You certainly made a profit on them, didn’t you? 

Mr. Tavares. Possibly. 

Mr. Cuuporr. I would like to have a headache like that every day. 

Mr. Tavares. We haven’t gouged the veterans. 

Mr. Teacur. Mr. Tavares, would you kindly relate to the committee 
any gifts or gratuities that you or your company gave officials of the 
regional offices of the Veterans’ Administration ? 

Mr. Tavares. Yes. I believe at every Christmastime the people 
in the office get together and go out and buy liquor and various things 
and send them over to the Government officials we do business with. 
We give our foremen liquor. We give people, everybody, that we do 
business with, gratuities. I personally think it is a very nice thing 
to do. Nobody sends me anything. I wish they would do that, too. 

But I think it is a nice little gesture on the part of people to do that. 
And I am wholly in accord with it. Maybe it is wrong, but I don’t 
follow that thinking: I don’t think that it is. I don’t think that 
because a man gets a birthday present of whisky that he is going to 
change an appraisal or anything like that. We are not asking for it. 

Mr. Treacur. Did you give whisky in case lots? 

Mr. Tavares. If we liked a fellow, we might send them a case. 

Mr. Tracur. There has been enough whisky sent to the Veterans’ 
Administration to keep them drunk for a year. 

Any questions? Thank you, Mr. Tavares. 

Mr. Teacvur. Mr. Dorman in the room? 

Mr. Lane in the room? We will save time by taking you both 
together. 


STATEMENTS OF VROMAN J. DORMAN, ATTORNEY AND REALTOR; 
AND HUMPHREY P. LANE, REALTOR, SAN DIEGO, CALIF. 


Mr. Teacur. Mr. Dorman, what is your connection with Gross Mont 
Homes ¢ 

Mr. Dorman. I am director, secretary, and treasurer. 

Mr. Tracur. What is your connection with the San Diego Federal 
Savings & Loan Association ? 

Mr. Dorman. No official connection at all. Our firm from time to 
time has represented San Diego Federal on special matters, in litigated 
matters, but we are not retained counsel. 

Mr. Teacue. Your firm being a firm of attorneys ¢ 

Mr. Dorman. That is right; Wright, Thomas, Dorman & Fox. 

Mr. Teacvur. Mr. Dorman, your name has been mentioned in con- 
nection with credit exemptions on a large portion of-—— 

Mr. Dorman. The procedure was Gross Mont Homes, Inc.. on Jan- 
uary 27 and then by supplementary application on February 11, 
applied for credit exemptions to the loan guaranty oflicer, submitting 
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certain information as to the substantial improvements made on the 
subdivision known as La Mesa Park Homes, approximately July 19, 
1950. On the basis of its two letters, submitted by Milton Berry, who 
was then secretary of Gross Mont Homes, Mr. King in Washington, 
by letter dated March 14, 1951, granted the’ exemptions for 523 lots 
in the La Mesa Park Homes. 

Mr. Tracur. Now, were these improvements made by former own- 
ers ¢ 

Mr. Dorman. Well, former stockholders and officers of the company, 
yes, sir. 

Mr. Teacur. It has been indicated that the original maps were 
not approved, necessitating the change. 

Mr. Dorman. Subsequent to the acquisition Mr. Lane and I thought 
it was necessary to revamp the subdivision that was contemplated to 
be improved, for this reason, that during the work in 1950, that was 
being done on the subdivision, a Mr. Howell, a principal stockholder 
at that time, ran into difficulty with respect to sewage disposal. 

So it became necessary, after a lot of negotiations, either to annex 
it to the city of San Diego or to the city of La Mesa. And after our 
acquisition of the stock we then filed application for annexation to 
the city of La Mesa, and the city of La Mesa has joined in an agree- 
ment with the city of San Diego to handle sewage disposal. 

That, of course, changes the entire subdivision picture, because 
then we had to meet subdivision requirements of the city of La Mesa. 

And on July 19 we filed application with the loan guaranty officer 
to reassign commitments on 523 lots in order to meet the requirements 
of the city of La Mesa. 

Mr. Orr. What year was that, Mr. Dorman? 

Mr. Dorman. 1951. 

Mr. Treacur. The cost of improvements, were they apportioned in 
the production costs? How did you get your production figure? 

Mr. Dorman. That is correct. 

Mr. Treacur. Did Francis G. Paige have anything to do with Gross 
Mont Homes, Inc. ¢ 

Mr. Dorman. He has had none and does not have any. 

Mr. Treacur. Do you know of an occasion when Mr. Paige put Mr. 
Howell in touch with a fellow for his interest in that? 

Mr. Dorman. I do not. I do know that Howell was negotiating 
with several people at the time. 

Mr. Tracur. Is it to be assumed that the type of improvements you 
have been referring to, having been made by your former stockholders 
of that tract, are of no avail now, no good to you now, in your further 
development of the tract ? 

Mr. Dorman. Quite the contrary. 

Mr. Treacuer. You can’t use them / 

Mr. Dorman. They were only partially—may I say that all the 
improvements that were installed prior to July 19, 1950, are a part 
and will be a part of the complete development. 

Mr. Teacur. Did the rearrangement of the map for location of the 
streets have anything to do with the sewerage that had previously 
been laid by the former stockholders ? 

Mr. Dorman. No. We are using the sewer lines that were laid 
in 1950. As a matter of fact, we are testing them.now to hook in 
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with the general system, and, incidentally, the streets remain exactly 
as they were previously. 

Mr. Teague. Mr. Dorman, can you give the committee any light on 
this promissory note of $1,680,000 on the San Diego Federal Savings 
& Loan Association, and who are the signatories to that note? 

Mr. Dorman. Mr. Lane, as vice president, and myself, as secretary 
and treasurer, we are the oflicers who executed the note. The trans- 
action included an initial advance of $900,000 to discharge a trust 
deed and notes held by Mr. H. H. Howell, through a former owner, 
Hoodmont Corp., which included the land cost and approximately 
$360,000 of land improvement. The remaining portion of the loan 
was to be advanced for completion of the subdivision improvements 
and the interim financing on the houses. 

Mr. Orr. Can you tell the committee just what profit was made out 
there ¢ 

Mr. Dorman. No veterans’ houses are completed out there now. 
We have the tract, the sewers, almost substantially completed. We 
could tomorrow begin the completion of 350 homes. As a matter of 
fact, there is a large demand for a large number of houses. 

And we have also, during this period of time, applied for the right 
to build form houses for defense impact propositions here in San 
Diego. 

We were granted an allocation, but that program didn’t develop, 
and subsequently San Diego has been declared an additional impact 
area, and with $900,000 to be allocated. The building set-up is financed 
through the Federal National Mortgage Insurance Co., and to date the 
local office of the Federal National Mortgage Association has not re- 
ceived forms of application for any building in San Diego. We are 
ready, willing, and able to start building. The commitments under 
Federal National Mortgage Association financed under the defense 
impact plan, will expire on December 30. 

As a matter of fact, the local office in Los Angeles informed us 
last Tuesday that the applications had to be in their office December 
16, and then the application must be issued out and can be done 
between now and December 16 at the outside. 

Meanwhile, no houses are being built. 

Mr. Orr. What is the status of the tract ? 

Mr. Dorman. In response to our letter dated July 18, we received 
a letter from the loan guaranty office on September 24, saying that 
the credit restrictions on the exemptions, and the credit restrictions 
in the letter of March 14, 1951, had been rejected, and we have an 
application or request for appraisal with the local Veterans’ Adminis- 
tration office, and we are presuming to build under the present plan. 

Mr. Orr. Have you a building contract now for the construction 
on this deal ¢ 

Mr. Dorman. We have a contractor, ves. 

Mr. Orr. I mean a building permit, a permit from the city of 
La Mesa. 

Mr. Dorman. Yes. Those requirements, subdivision improve- 
ments, bonds, and everything. 

Mr. Scupper. The tract is in position to go ahead, to go ahead and 
build houses ? 
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Mr. Dorman. Yes. It is the only large tract in San Diego that 
would be able to start building. If we got word today we would 
start Monday. 

Mr. Scupper. Do you know Alton Anderson of Gross Mont Homes? 

Mr. Dorman. Only by hearsay. I understand that prior to Gross 
Mont Homes there was some deal between him and Mr. Howell, and, 
as a matter of fact, the property was transferred and reconveyed. 
The details I know nothing of. 

Mr. Cuuporr. Did you ever give any gifts to the officials of Vet- 
erans’ Administration ? 

Mr. Dorman. No. No whisky here. We are not that far enough 
along. 

Mr. Tracur. Do you have anything to add to it, Mr. Lane? 

Mr. Lane. No. 

Mr. Cuuporr. That is all. 

Mr. Teacur. Thank you, gentlemen. 

Mr. Tracur. Mr. Tarnowski. 


STATEMENT OF JOSEPH W. TARNOWSKI, BUILDING CONTRACTOR, 
SAN DIEGO, CALIF. 


Mr. Tracue. Mr. Tarnowski, will you be good enough to relate the 
circumstances of your participation in connection with the increase 
in the contract existing between yourself and Clarence Rutledge and 
his wife from $12,900 to $13,900 ? 

Mr. Tarnowskt. From the time we submit our bid until the time 
we can start the home, approximately 4 to 5 months elapse, and during 
that period we had an increase in cost of about 10,15 percent. Builders 
Control handled the bonding on the job, and they are the ones that 
make the cost estimate. 

So, when I went down there to set up the job for them, they set it for 
$1,249. In other words, they would not bond me to build that home 
for $12,900. 

So I called up the Rutledges, and I called up the Veterans’ Admin 
istration, and I told them, “I can’t build them that house because the 
Builders Control runs an estimate just before you start the house, and 
they set it up for $1,249.” 

so I put up the $1,249 of my own money, with the understanding 
that. I will get $1,000 more. 

Mr. Orr. From whom did you have that understanding ?¢ 

Mr. Tarnowsk1. The Veterans’ Administration. 

Mr. Orr. Who at the Veterans’ Administration ¢ 

Mr. Tarnowskt. Mr. Davis, Mr. Dodge, Mr. Paige. 

Mr. Orr. Mr. Wyman? 

Mr. Tarnowskt. I don’t recall. I know I was down there in person 

Mr. Orr. Go ahead. 

Mr. Tarnowskt. Then they told me to go ahead and build the house 
anyhow, that they will get me the additional $1,000. 

So on that basis I put up the $1,249 with the Builders Control, and 
I went ahead and built the house. 

Mr. Orr. Explain to the committee where the $1,249.77 falls. 

Mr. Tarnowskt. That is the difference between the contract price 
and the amount that the Builders Control requires in order that the 
bond be on that job. 
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Mr. Orr. In other words, that is a cushion ? 

Mr. Tarnowsk1. No; that is not a cushion. They want a cushion 
of 15 percent. 

Mr. Cuvuporr. Mr. Tarnowski, you were bidding under Public Law 
702% 

Mr. Tarnowskt. I don’t know that regulation. 

Mr. Cuuporr. Well, that is paraplegic housing, whereby a budget 
of $10,000, as an outright gift, becomes 50 percent of the house. If 
he builds a $20,000 house, the Government will pay $10,000 of it. That 
requires three bidders, and if you are the lowest bidder you get the job. 

Mr. Tarnowsk1. Well, I can even build a house if I don’t have that 
cushion of 15 percent. 

Mr. Cuuporr. Without losing money? 

Mr. Tarnowskt. I can’t lose. I can’t even build the house. 

Mr. Cuvporr. What was the $1,249, an increase in the cost ? 

Mr. Tarnowskt. Wait a moment. I don’t have the contract here, 
but it says in the contract, and it is a Builders Control form contract, 
that if the contractor’s contract does not allow a cushion of 15 percent 
the contract is null and void, so I couldn’t have touched the thing right 
there. 

Mr. Cuuporr. What is the increase made up of ? 

Mr. Tarnowskt. What do you mean? 

Mr. Cuuporr. You said that, between the time that you submit your 
bid and the time it was approved, 4 months elapsed and the cost 
went up. 

Mr. Tarnowsk1. Yes. 

Mr. Cuuporr. And you couldn’t get a bond, so you had to put your 
own cash in. 

Mr. Tarnowskt. That is right. That is the way I understood that. 

Mr. Cuuporr. What was the increased cost in those 4 months, labor ? 

Mr. Tarnowskt. No. Labor didn’t go up at all during that time. 
The cost of material and your lumber went up about 30 percent; your 
plumbing went up about 30 percent, 35 percent. And you can check 
statistics and find that for yourself. 

Mr. Scupper. You were contracting with the Rutledges? 

Mr. Tarnowsk1. I was building the house on their own lot. 

Mr. Scupper. You were building the house on their own lot? 

Mr. Tarnowsk1. That is right. 

Mr. Scuppver. You didn’t talk to them about the increase in price? 

Mr. Tarnowski. Mrs. Rutledge sat right by me when I showed her 
the papers. I said, “Here, I have got to put up $1,249 in cash in order 
to build your house.” 

She said, “Are we going to have to pay that?” 

I said, “Yes; we will adjust that in the Veterans’ Administration.” 

Mr. Scupper. Did she go with you to the Veterans’ Administration ? 

Mr. Tarnowsk1. No. It was all done through the central office. 

Mr. Cuuporr. What about setting up the personal property like 
stoves and refrigerators and things like that? Do you know anything 
about that? 

Mr. Tarnowskt. I don’t know anything about that excepting a cer- 
tain amount of those things are allowed in those paraplegic cases, and 
they put it in the contract more or less as an allowance, like S400 for 
landscaping. 
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Mr. Cuuporr. Did your original specifications call for stoves and 
for a refrigerator ¢ 

Mr. Tarnowsxt. No; I don’t believe they did. 

Mr. CHuporr. But, after you got the increase of $1,000 that was in 
there, that you installed stoves? 

Mr. Tarnowskt. I don’t do the installing. AI] I have it in there for 
is as an allowance. 

Mr. Cuuporr. I understand that. 

Mr. TarNnowskt. And all I do is make out the vouchers. 

Mr. Cuuporr. When you marked the increase in cost, it was marked 
as a request for $1,000 allowance, and that was put in as a piece of 
personal property; isn’t that so? 

Mr. Tarnowskr. All we had in the original contract was a stove 
allowance and landscaping allowance; nothing about refrigerator. 

Mr. Cuvuporr. These things were bought by the Rutledges, anyway ! 

Mr. Tarnowskt. I don’t know. 

Mr. Cuvuporr. The Veterans’ Administration would know that, 
wouldn’t they ¢ 

Mr. Tarnowskr. I wouldn’t have anything to do with that, except 
the contract to build the house, and it gave them an allowance except- 
ing the refrigerator. 

Mr. Cuuporr. Are they living in the house? 

Mr. Tarnowskt. Yes. 

Mr. Cuvuporr. How about the Barber house? 

Mr. Tarnowskt. I didn’t build any house for Barber. 

Mr. Cuuporr. Parker? 

Mr. ‘TARNOWSKI. Oh, Parker. Yes: I did. 

Mr. Cuuporr. You had a little difficulty there? 

Mr. Tarnowsk1. That is putting it mildly. We had a lot of 
difficulty. 

Mr. Cuuporr. How many paraplegic houses have you built / 

Mr. Tarnowskt. Three. I am in the process of the fourth. 

Mr. Cuvuporr. Did you know that the bathroom was too small for a 
paraplegic / 

Mr. Tarnowskt. No. And I was told that the plans were approved 
in Washington on medical approval, and I bid in on the basis of that 
set of plans. 

Mr. Cuvuporr. How about the fireplace? What was the difficulty 
with the fireplace ¢ 

Mr. Tarnowskt. There wasn’t any difficulty with the fireplace. 

Mr. Cuvvorr. Do you remember Mr. Parker on the witness stand 
this morning? 

Mr. Tarnowskt. No. 

Mr. Cuvporr. He said you were supposed to put in an all-brick fire- 
place, and instead of that you put in, started putting in, a wooden 
backing. Is that right? 

Mr. Tarnowsxi. No. You can check that at Builders Control. 
Builders Control has a set of plans that were signed by Mr. and Mrs. 
Parker. 

Mr. Cuvpvorr. After the papers I have seen here, I wouldn’t believe 
anything in the Veterans’ Administration, because I am going out 
there myself and look at it myself. 

He said you said you were building the house the way you pleased 
and not the way they wanted it. Is that correct ? 
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Mr. Tarnowskr. No. When I am given the plans and specifications, 
unless the owners request a change, I build according to the plans 
and specifications. 

Mr. Cuvuporr. And, to the best of your recollection, you did follow 
the plans and specifications completely in the Parker house ? 

Mr. Tarnowsktr. Except the changes which were requested by Mr. 
and Mrs. Parker. 

Mr. Cuvuporr. How about this retaining wall? Did they request 
that that be dug down 7 feet ‘ 

Mr. Tarnowskt. I think you will get a pretty good idea of the slope 
of that house when you get out there. You will see that elevation. 
You will find that the elevation of that house is pretty correct. 

Mr. Cuuporr. Why does the water keep coming in in the back? 

Mr. Tarnowskt. I am not a geologist. 

Mr. Cuvuporr. You know something about waterproofing. 

Mr. Tarnowski. Not about drain water. 

Mr. Cuuporr. You know if you build a foundation you use water- 
proofing, don’t you ¢ 

Mr. Tarnowsk1. That foundation was waterproofed. 

Mr. Cuuporr. The inside was waterproofed, too? 

Mr. Tarnowskt. Yes. 

Mr. Cuuporr. The inside was waterproofed, and the water came 
in the back. 

Mr. Tarnowsk1. It came through various places before the house 
was completed. I think you can go out there now and you will find 
that water couldn’t get through. 

Mr. Cuvporr. They have a covering coat on the retaining wall out 
there ? 

Mr. Tarnowskt. That is all they need. 

Mr. Cuuporr. What is the contract price ? 

Mr. Tarnowskt. I think it was around $19,000. 

Mr. Cuvuporr. You could have put the retaining wall in on the same 
contract, and it would only cost the Parkers $500 instead of $1,000 ? 

Mr. Tarnowskt. Well, as far as gross profit goes, you can check 
with Builders Control. There is about $1,600 left, and that is gross 
profit. There is $900, approximately, overhead of 5 percent, so I 
have got approximately S700 profit on that house. The deal was 
$19,000. 

Mr. Cuuporr. What is your profit on a $19,000 house ? 

Mr. Tarnowskr. It should be at least $1,900, 10 percent. 

Mr. Cuvuporr. When you bid that, don’t you figure that out when 
you make the bid ? 

Mr. Tarnowskr. Yes; I know; but when somebody gives you a 
rough time for 5 months you can’t make it. 

Mr. Cuuporr. You just complied with the plans and specifications? 
You didn’t build extras in there? 

Mr. Tarnowskt. Yes; I did. 

Mr. Cuuporr. What did you put in that was extra? 

Mr. Tarnowskr. There is a sidewalk in front. 

Mr. Cuvuporr. You mean these people don’t get sidewalks? 

Mr. Tarnowskt. You are jumping to a conclusion. 

Mr. Cuvuporr. No. I am trying to find out. I am not jumping. 

Mr. TarNowskr. You have to look at the house and check the plans 
with the house. 
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Mr. Cuuporr. Asa matter of fact, you have to build a concrete ramp 
so the paraplegic can get his wheel chair up there ? 

Mr. TarNnowskr. Yes. 

Mr. Cuvporr. Did you put an extra ramp in? 

Mr. Tarnowsk1. I put an extra driveway in in front. 

Mr. Cuvuporr. How many square feet did you put in in concrete? 

Mr. Tarnowskr. I don’t know. You mean on the extra strip? 

Mr. Cuuporr. Yes; on the extra strip. 

Mr. Tarnowskr. About 60 feet. 

Mr. Cuvuporr. About 60 feet ? 

Mr. Tarnowskt. 60 to 80 feet. 

Mr. Cuuporr. That is square feet? 

Mr. Tarnowskt. Yes. 

Mr. Cuvuporr. What was the cost per square foot of that concrete. 

Mr. Tarnowskt. You couldn't take a little job like that and figure 
on a square-foot basis. 

Mr. Cuvuporr. But you had the whole job. 

Mr. TarNnowsk1. But I was requested afterward by the Veterans’ 
Administration to put that extra sidewalk in, after I did everything 
else possible. 

Mr. Cuvuporr. Because there is no way for the paraplegic to get into 
his house. 

Mr. Tarnowskt. But the present Veterans’ Administration asked 
me to put that sidewalk in. 

Mr. Cuuporr. Did you figure about $2 a square foot ? 

Mr. Tarnowskt. Well, I believe I submitted a bill to the Veterans’ 
Administration of right around $49. 

Mr. Cuvporr. For that extra sidewalk? 

Mr. Tarnowskt. Yes. 

Mr. Cuvuporr. What else did you do? 

Mr. Tarnowskr. There are extra grabs in the bathroom. 

Mr. Cuvuporr. You mean tile grabs? 

Mr. Tarnowsk1i. No; chrome. 

Mr. Cuuporr. They are brackets to pull yourself up? 

Mr. Tarnowskt. Yes. And a pipe about 4 feet long in the center. 

Mr. Cuvuporr. How much did they cost ? 

Mr. Tarnowski. You can’t charge the cost of installation, only the 
material. I think the material was about $4. 

Mr. Cuauporr. Did you put it in afterward ? 

Mr. Tarnowskt. Afterward. They weren't even on our plans. 

Mr. Cuvuporr. How much was the labor ? 

Mr. Tarnowskt. In fact, I put them in myself. I had to go from 
La Jolla to La Mesa for 2 nights, about 2 hours. 

Mr. Cuvporr. Is that how long it takes to go from La Jolla to La 
Mesa ¢ 

Mr. Tarnowskt. About half an hour. 

Mr. Cuvporr. But it took you 2 hours? 

Mr. Tarnowskt. Yes. It is a half an hour to get there and a half 
an hour to go back. I was willing to put it in. If I had to send 
labor, let’s say, one of my carpenters to put it in. I would have to pay 
him from the time he leaves my place. 

Mr. Cuuporr. It would cost how much, the labor? Five dollars 
for your material. How much for your labor? 

Mr. Tarnowsxt. Carpenter labor, $2.75. 
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Mr. Cuuporr. Ten dollars for labor. What else did you do? Do 
you have a list of all these things down ? 

Mr. Tarnowsk1. That is the point. 

Mr. Cuvuporr. I want to find out. 

Mr. Tarnowsk1. Well, there is the drains in the house. 

Mr. Cuvporr. Don’t you put drains in houses ordinarily? 

Mr. Tarnowskt. No. 

Mr. Cuuporr. Where does this water drain off if you don’t have a 
drain ¢ 

Mr. Tarnowskt. Well, the drain was never shown on the plans and 
specifications. Normally, you never put a drain around a house. Mrs. 
Parker asked me if I would put that drain under the house. So that 
was put up there at no cost at all to her. 

Mr. Cuvuporr. How much did it cost you? 

Mr. Tarnowskt. I imagine it cost me about $5 or $6. 

Mr. Cucporr. We have got this up to $69. What else did you 
do? I want you to think carefully, because I will give you full 
credit for everything you did. 

Mr. Tarnowskr. Well then, we incurred a certain amount of cost, 
which I did not have here, in rearranging the bathrooms the way 
she wanted them rearranged. You must have a few tools up there, 
and you have to tear them down to rearrange them. 

Mr. Cuvporr. What did you do, put them in? 

Mr. Tarnowski. Mrs. Parker rearranged the back of the house. 
Then we had to make some changes. The plumber had his trenches 
dug. and he had to redig them again. 

Mr. Cuuporr. How much did you pay the plumber for that ! 

Mr. Tarnowskt. I didn’t pay the plumber for that. When he got 
through, he said he didn’t make anything on the job. 

Mr. Cuvporr. Then it didn’t cost you anything’ It cost him? 

Mr. Tarnowskr. It cost me money any time an owner comes on 
the job. 

Mr. Cuvporr. The plumber didn’t charge you anything? You 
got that for nothing. What did it cost you? We have got $69. 
I want to find out exact ly how much the extras cost. 

Mr. Tarnowskr. Oh, I would say it was worth about $25. 

Mr. Cuvuporr. Say you had $100 extra cost. I am going to give 
you more than $25. Thirty-seven dollars. That costs $100 extra, 
right ¢ 

Mr. Tarnowskt. Right. 

Mr. Cuvuporr. That is what I want to find out. And you said 
he gave you a hard time 4 or 5 months. And I say to you that you 
put in a new sidewalk and you put some new poles upstairs in the 
bathroom and put a $25 drain under the house and the plumber 
redug a ditch, which he didn’t charge you for; that held you up 
5 months? 

Mr. Tarnowskr. Oh, there were a lot of other things that held 
me up. There was a sliding door in between the dining room and 
the living room, and we couldn’t get Mr. and Mrs. Parker to accept— 
n the first place, there was an allowance for the sliding door, and 
the type selected would have cost her, I believe, about $200 or $300, 
which is a commercial sliding door, and on the other side we could 
put them in, but the person putting them in, nor I, could stand 
in back of it. 
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Mr. Cuvuporr. These doors are put out by a certain company ? 

Mr. Tarnowsktr. They are. 

Mr. Cuvuporr. Which sells sliding doors. 

Mr. Tarnowskr. Sliding doors. 

Mr. Cuvuporr. Two hundred dollars or $300 allowance for a sliding 
door ? 

Mr. Tarnowskt. I believe the allowance for the sliding door was 
the cheapest one that would be serviceable, and that would be around 
$450. 

Mr. Cuvuporr. How big a door is it? 

Mr. Tarnowskt. I believe that was about 7 foot high and 10 foot 
wide. 

Mr. Cuvporr. $450. 

Mr. Tarnowskt. Yes. 

Mr. Cuvuporr. What does it slide on ? 

Mr. Tarnowskt. It has got a metal track and ball-bearing wheels. 

Mr. Cuvuporr. Who would you buy it from for $450 ¢ 

Mr. Tarnowskt. I believe that door is manufactured by California 
Glass Co. 

Mr. Cuvuporr. Is this a glass door? 

Mr. Tarnowskt. Well, there is some glass in it. It has got a metal 
frame around it. 

Mr. Cuvuporr. But it is a wooden door ? 

Mr. Tarnowskt. No. It is metal. 

Mr. Cuvuporr. I have metal doors in my house, and they don’t cost 
$450. 

Mr. Tarnowskr. But you don’t have a 10-foot opening, probably. 

Mr. Cuvporr. As a matter of fact, I have a 16-foot opening. 

Mr. Tarnowskr. You can check it. 

Mr. Cuvuporr. You still haven’t finished the Parker house? 

Mr. Tarnowskt. Yes; I have. She never filed notice of comple- 
tion, or Mr. Parker hasn’t. 

Mr. Cuvporr. We will find out what is wrong tomorrow morning, 
and then we will get the records out and see if we can straighten it out. 

Mr. Tarnowskr. Yes. 

Mr. Tracvur. That is all. The committee will take a recess for 5 
minutes. 

( Recess taken. ) 

Mr. Treacur. The committee will be in order. 

Is Mr. Robertson in the room? Come forward, please. 


STATEMENT OF JAY BRUCE ROBERTSON, REAL ESTATE APPRAISER, 
SAN DIEGO, CALIF. 


Mr. Treacur. Would you state when you conducted appraisals or 
the Dennsteds Points Nos. 1 and 2, and why you antedated the ap 
praisal reports to October 5, 1950? 

Mr. Rosertrson. The first question is what date ? 

Mr. Tracur. The date when you actually made, conducted the 
appraisals. 

Mr. Rorerrson. Dennstedt 1 and 2? 

Mr. Treacur. That is right, sir. 

Mr. Rowerrson. The date of the letter of appointment on Denn 
stedt Point No. 1 was October 2, 1950, and the appraisal return to the 
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Veterans’ Administration was on January 30,1951. In other words, 
the appraisal as to the lot valuations and the individual house-type 
valuations were made, I would say, about the middle of January. 

Mr. Teague. The middle of January 1951 ¢ 

Mr. Roperrson. 1951. Now, my letter of transmittal was dated 
January 27, 1951, to the Veterans’ Administration. Now you want 
Dennstedt Point No. 2? 

Mr. ‘Teacur. Yes. I understand that these reports were ante- 
dated or dated back to October 5, 1950; is that correct ¢ 

Mr. Rosertrson. That is correct; yes. 

The Cuatrman. Why was that done? 

Mr. Rosertson. Well, I have covered that in detail with Mr. Orr, 
and I think it is very clear in the record as I had it. If you want me 
to go further, I will. 

Mr. Tracue. If you will just briefly explain it for the benefit of the 
committee, 1 will appreciate it. 

Mr. Roserrson. There was considerable tension among the con- 
tractors, as well as the veterans, who proposed to purchase homes, 
during the entire summer of 1950. The newspapers were filled with 
publicity that there was going to be further credit restrictions and 
that they would get gradually more and more and more, to the effect 
that all the contractors seemed to swamp down through the Veterans’ 
Administration to make their applications for panel appraisals on sub- 
divisions, even though they didn’t intend to start work for several 
months after that, the understanding being, our understanding, that 
the prevailing date of the letter of appointment, or the date of appli- 
cation by the contractor to the Veterans’ Administration for the cre- 
ation of a panel, was the prevailing date, and the veteran was entitled 
to the credit restrictions which existed as of that time. 

And, further, I did not take the authority, myself, to antedate these 
appraisals, but I wanted to make sure that it was all right, and 1 
called up both Mr. Paige and Mr. Wyman, and I said, “Here it is 
January and we got out letters of appointment way back on October 
2, and the other was October 4. How about dating these back, so that 
the veteran can get the benefit of this 5 percent down ¢” 

And he said, “That is all right. It doesn’t make any difference. 
Chey are entitled to it, anyhow. But make sure you date your letter 
of transmittal as of the time you return it to the Veterans’ Admin- 
istration.” 

Mr. Tracur. The date of appointment was early in October 1950? 

Mr. Roserrson, October 2, 1950, on Dennstedt Point No. 1, and 
October 4, 1950, on Dennstedt Point No. 2, and also October 4 on 
Dennstedt Point No. 3, which was never proceeded on—nothing was 
done there. 

Mr. Traaur. What accounts for the time lag between October 2 and 
the middle of January, when you actually got in the field and made 
an appraisal ¢ 

Mr. Rosertson. I don’t quite understand. 

Mr. Tracur. What accounts for the time lag between October 2 and 
the middle of January, when you actually got in the field and made 
an appraisal ¢ 

Mr. Rogertson. Well, because it wasn’t possible to complete the 
ippraisal. There wasn’t enough bulldozing and leveling off. You 
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couldn’t make an appraisal, physically, until you got a good physical 
picture of it. 

Mr. Tracur. Did you have any employee, a nonapproved assistant, 
to assist you? 

Mr. Rozertson. He was approved by me, but, to my knowledge, was 
not officially approved by the Veterans’ Administration. I was under 
the impression, when I was appointed, that I had the right to seek 
qualified men to help me. 

Mr. Orr. Did the Veterans’ Administration approve the assistant 
you had? 

Mr. Rosertson. By indirection, yes; but not telling me that it was 
wrong. It was sort of a common practice among all the larger ap- 
praisers’ offices, and I just followed in the line. We had a lot of work 
to do, and I was glad to get some capable assistants. 

Mr. Tracus. Was it also the common practice that when a panel 
was appointed that the chairman of the panel did the work ? 

Mr. Rosertson. I would like to insite that. It was customary for 
the chairman to do 100 percent of the office work, the typing, the orig- 
inal 1803’s in pencil, ad proposed lot valuations, the copies of the floor 
plans for each type, and to scale—there is an awful lot of work that 
has to be done prior to calling a meeting of the other members of the 
committee. 

After they have likewise seen the lots, we can all agree as to the 
reasonable replacement value. 

Mr. Teacue. Would you care to comment on any gifts vou may have 
given to officials of the Veterans’ Administration ¢ 

Mr. Rozertrson. None other than I felt that they deserved it. They 
were always awful nice to me, sending me business, and about the least 
I could do was to show my appreciation in that way. 

Mr. Cuuporr. What kind of presents? The old story? 

Mr. Rosertson. Liquor, but never a case. 

Mr. Cuuporr. Your gifts to officials of Veterans’ Administration 
were liquor ? 

Mr. Roserrson. No so-called case. And candy. 

Mr. Cuuporr. Did you give them any cases? 

Mr. Roserrson. Oh, Lord, no. I gave them some turkeys before 
Thanksgiving, and gave them a good annual party that filled them 
up again. 

Mr. Cuvuporr. How much did this party cost you? 

Mr. Roperrson. About $450. 

Mr. Cuvuporr. How many people did you have there? 

Mr. Ronertson. Fifty-seven—invited 62; 57 showed up. 

Mr. Cuvuporr. You all had fun. 

Mr. Ronertson. By God, if you would have seen that buffet table 
when they left, there was enough for 1,000 people, and I didn’t even 
get one sandwich out of it. 
~ Mr. Cuvvorr. You supplied the good cheer and the Christmas 
presents ¢ 

Mr. Rorerrson. No. It was the annual party, this last one, 1951. 
This vear it was May 5. It wasn’t necessarily for Veterans’ Adminis- 
tration officials. We had bankers and contractors and, oh, anybody 
and everybody that had business with us. 
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Mr. Cuvuporr. I would like this for my own information : How much 
money did you take in in appraisal fees as a result of your special 
appointment by Veterans’ Administration ¢ 

Mr. Ropserrson. Right down to the penny; that is in Mr. Orr’s 
record. 

Mr. Cuuporr. I won’t say if Paige spent all this money. 

Mr. Rogertson. God, yes. 1 would like to have it continue. I would 
double the party. 

Mr. Teacue. That was a good party, May 5¢ That was the day 
you went flat. Thank you very much, Mr. Robertson. 


Mr. McEwen. 


STATEMENT OF DANA McEWEN, REAL ESTATE BROKER AND 
LICENSED APPRAISER, LA MESA, CALIF. 


Mr. Tracue. And this is your attorney with you ¢ 

Mr. McEwen. My attorney. 

Mr. Tracue. Counsel, will you please identify yourself? 

Mr. Casry. David Casey, attorney at law, 935 Bank of America 
Building, San Diego, Calif. 

Mr. Teacure. Mr. McEwen, would you care to state what connec- 
tion you had with Harmon Homes, Inc. ? 

Mr. McEwen. I am president of the corporation. 

Mr. ‘Treacur. And Rolando Homes, Inc. 

Mr. McEwen. I was president. 

Mr. Teague. And with the California Realty & Loan Co.? 

Mr. McEwen. I was formerly vice president of the California 
Realty & Loan Co. 

Mr. Tracvur. Do you have other interests in the building field or in 
the associated fields of real estate loan companies, things of that 
nature ¢ 

Mr. McEwen. I don’t quite understand your question. 

Mr. Teacue. I say, are you connected with other companies that 
are interested in the buil ling field ¢ 

Mr. McEwen. At this time? 

Mr. Treacue. Yes, or in the last 2 or 3 years. I don’t mean every lit- 
tle company, but any substantial building company or loan company, 
that kind of:company, such as the California Realty & Loan Co., that 
you may have been connected with. 

Mr. McEwen. Well, in what way, Mr. Chairman? 

Mr. Teague. Officer or director or owner. 

Mr. McEwen. I have built some houses on my own. 

Mr. Teacue. You have been doing independent contracting ? 

Mr. McEwen. Yes. That is, I have bad contractors build them for 
me, 

Mr. Tracve. But they were for resale? You built them for resale 
to others ¢ 

Mr. McEwen. Yes. 

Mr. Tracue. When were you designated as field appraiser and field 
inspector for the Veterans’ Administration ¢ 

Mr. McEwen. It is hard to aay without my notes, but I was desig- 
nated as field appraiser January 1, 1947, for the San Diego region: al 
office. Prior to that I was field appraise for the Los Angeles area. 
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Mr. Teacue. And said services have now terminated, have they 
not ¢ 

Mr. McEwen. Yes. 

Mr. Teacue. You did that on your own? You terminated them? 

Mr. McEwen. No, sir. 

Mr. Teacue. Can you give us the reasons ? 

Mr. McEwen. Yes. I was arrested on June 5, 1951, and Mr. 
Hopkins out at the Veterans’ Administration said that I be suspended. 

Mr. Treacue. Have you on any occasion appraised or inspected any 
properties or property in which you had a financial interest, direct 
or indirect ¢ 

Mr. McEwen. No, sir. 

Mr. ‘Teacur. What were the circumstances pertaining to your hav- 
ing resigned from the panel appointed to appraise the accounts of 
the Gross Mont Valley tract? 

Mr. McEwen. Mr. Del Francis, who was a building contractor 
with Gross Mont Valley, he and I were going to go to build some homes 
out there, and I wrote a letter to the Veterans’ Administration, asking 
them to have a panel appraisal of that particular tract. 

Mr. Orr. To whom did you write that letter ! 

Mr. McEwen. I couldn’t say without my records. 

Mr. Orr. What was the date of that letter? 

Mr. McEwen. I couldn’t say. 

Mr. Orr. Was it around the latter part of November or the first of 
December 1950? 

Mr. McEwen. I would say it was much earlier than that. 

Mr. Orr. I believe that was the date, July 22, 1950, and the file 
was loaned to Veterans’ Administration by Mr. Barber, and you and 
Mr. Barber had already made an appraisal on that particular tract. 
Does that refresh your memory / 

Mr. McEwen. I just don’t remember. 

Mr. Orr. It is further indicated that Mr. Ray C. Heuler was being 
substituted there and that he substituted for you until about the first 
part of December, and whether he accomplished an 1803 report of ap- 
praisal or not, there had been a prior appraisal by you and Mr. Barber. 

Mr. McEwen. I don’t know when he turned the report in. I just 
asked to be relieved. 

Mr. Orr. But you don’t remember, though, that you did some work 
on that thing before you ret ired from the panel ? 

Mr. McEwen. I may have done some work on that prior to that 
time. 

Mr. Orr. Did you have some financial interest in that at that time! 

Mr. McEwen. No. 

Mr. Orr. When did you first obtain your financial interest in that 
tract ¢ 

Mr. McEwen. Without ty records I can’t tell you. 

Mr. Orr. Approximately. 

Mr. McEwen. Well, it may have been the latter part of 1950. 

Mr. Orr. Can you tell the committee what connection, if any, you 
have had in any enterprises or business ventures with Francis G. 
Paige, the former assistant loan guaranty officer of .Veterans 
Administration ¢ 

Mr. McEwen. I do not wish to answer that question, and stand « 
my constitutional rights. 
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Mr. Orr. Do you know what connection Robert H. Skinner, stepson 
of Paige, had with Harmon Homes, Inc. ¢ 

Mr. McEwey. I do not wish to answer that question. I haven’t my 
records with me, and I am standing on my constitutional rights. 

Mr. Orr. Would you have the same answer on Rolando Homes, Inc. / 

Mr. McEwen. In what connection? Would you repeat the 
question ¢ 

Mr. Orr. Yes. What connection did Robert H. Skinner have with 
Rolando Homes / 

Mr. McEwen. Without my records, I stand on my constitutional 
rights. 

Mr. Orr. You were an officer of Rolando Homes / 

Mr. McEwen. Yes: I was president. 

Mr. Orr. Do you know the officers and directors of that company / 

Mr. McEwen. The original officers and directors, as I recall it, were 
myself as president, Ben b. Margolis, vice president. There were 
several, Mr. Orr, other officers of that company. Mrs. C. L. Cook, paid 
secretary, as I recall it. 

Mr. Orr. Was Mr. Skinner in that company ? 

Mr. McEwen. Mr. Skinner was a stockholder in Rolando Homes. 

Mr. Orr. Do you know if Mr. Skinner actually owned the stock or 
someone else owned it ¢ 

Mr. McEwen. I do not wish to answer that on my constitutional 
rights. 

Mr. Cuuporr. How much stock did Mr. Skinner own? 

Mr. McEwen. I believe that the capital stock of Rolando Homes 
was—let us put it in round numbers—1,000 shares, which were divided, 
as I recall. I owned one-fifth, Margolis owned one-fifth, and Mr. 
Skinner a— 

Mr. Cuuporr. Mr. Skinner owned a fifth / 

Mr. McEwen. They were divided five ways. 

Mr. Cuuporr. He had 200 shares? 

Mr. McEwen. If it is 1,000 shares. 

Mr. Cuuporr. What did he pay for his shares? Did he pay anything 
for them ¢ 

Mr. McEwen. I do not wish to answer that question at this time. 

Mr. Cuvuporr. You mean you are standing up for your client, 
whether Mr. Skinner paid amrything for his shares ¢ 

Mr. McEwen. I don’t remember. 

Mr. Cuvporr. Do you know whether or not Mr. Skinner was Mr. 
Paige’s stepson ? 

Mr. McEwen. Yes. 

Mr. Cuuporr. That is all. 

Mr. Orr. What do you know concerning the home which Mr. Paige 
built at 1381 West Muirlands in La Jolla? 

Mr. McEwen. I ask that the question be more specific and one at 
a time. 

Mr. Orr. Well, let us put it this way: What part did you take in 
the formation of the credit report in connection with Calvin L. Ed 
holm ? 

Mr. McEwen. Nothing at all. 

Mr. Orr. You know something of the circumstances around it / 

Mr. McEwen. Just by hearsay. 
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Mr. Orr. Didn’t Mr. Paige attempt to get you to state that this 
boy was working for you at a certain salary, say, $350 a month? 

Mr. McEwen. I was out of the office one day. When I returned my 
secretary asked me, she said somebody had called relative to Mr. Ed- 
holm and asked that if a credit company called, to state that he was 
employed by me. I told her that he wasn’t employed at any time, and 
that, “Say nothing of the kind.” 

Mr. Orr. Do you know who made that telephone call? 

Mr. McEwen. Mr. Paige. 

Mr. Orr. Mr Paige? 

Mr. McEwen. Yes. 

Mr. Orr. Did Mr. Edholm ever work for you? 

Mr. McEwen. No. 

Mr. Orr. Then you didn’t pay him $250 or $500 a month; is that 
right ¢ 

Mr. McEwen. Right. 

Mr. Orr. Did you have any conversation with Mr. Paige regarding 
this, other than the telephone call you mentioned ? 

Mr. McEwen. I don’t recall. 

Mr. Orr. Have you on occasion presented gifts of any kind to any- 
one employed in the Veterans’ Administration office? 

Mr. McEwen. No. Just small Christmas gifts. 

Mr. Orr. Would you mind indicating just what you gave them? 

Mr. McEwen. Whisky. 

Mr. Orr. Whisky? 

Mr. McEwen. Whisky. 

Mr. Orr. Case lots or single fifths? 

Mr. McEwen. No. I have given three or four bottles. I couldn't 
afford anything more than that, but purely and simply as a measure of 
good will at Christmastime. As a matter of fact, some members of 
the Veterans’ Administration gave me presents. 

Mr. Orr. Do you recall whether any of the gifts went to Mr. Paige 
or Mr. Wyman? 

Mr. McEwen. I recall some liquor. I recall some liquor. 

Mr. Treacvr. Mr. McEwen, did you at any time receive any letters 
from Mr. Richard L. Gardiner ¢ 

Mr. McEwen. At this time I prefer not to answer. 

Mr. Teacur. I suppose, likewise, you would not like to answer the 
question whether you received a 2 percent payment from Mr. Gar 
diner, 2 percent cash on all paraplegic homes constructed by Mr 
Gardiner / 

Mr. McEwen. I do not wish to answer. 

Mr. Orr. Will you state how many paraplegic homes Mr. Gardiner 
constructed ¢ 

Mr. McEwen. I have no idea, Mr. Orr. I don’t know whether h« 
constructed one. 

Mr. Teacur. All right. Thank you, Mr. McEwen. 

Is Mr. Dennstedt in the room, E. W. Dennstedt ? 
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STATEMENT OF E. W. DENNSTEDT, PRESIDENT, DENNSTEDT CO., 
SAN DIEGO, CALIF. 


Mr. Teacue. This is your attorney with you, Mr. Dennstedt? 

Mr. Dennstepr. Yes, sir. 

Mr. Teacue. Counsel, will you identify yourself? 

Mr. Donnetiey. My name is J. A. Donnelley. 

Mr. Teacur. Mr. Donnelley has appeared here before. 

Mr. Dennstedt, the records indicate that you submitted a request 
for Dennstedt points Nos. 1, 2, and 3, on about October 1, 1950, al- 
though tracts, as well as plans and specifications, had not been de- 
veloped to a point where appraisals could be conducted at that time. 

Would you state why and upon whose instructions requests for ap- 
praisals were submitted by you ? 

Mr. Dennstept. I don’t know just who requested that, but we 
were—we bought the land, and we were trying to improve it, and 
we had to know where we were going, and they said we should put 
in the land because we owned the land. I don’t know what the other 
details are. I don’t know too much about the details. 

Mr. Cuvuporr. Who did you deal with ¢ 

Mr. Dennstepr. The Veterans’ Administration people. 

Mr. Cuuporr. Who did you deal with / 

Mr. Dennstepr. I didn’t personally deal with anyone. 

Mr. Cuuporr. Was it Mr. Paige’ 

Mr. Dennsrepr. Either one of them. I guess. I never went down 
there very much. There is an organization in our office, and each 
one has something to do there, and one of the other boys took care 
of that part of it, so I can’t answer the questions as readily as I 
should. 

Mr. Cuuporr. But, of course, you did so on instructions of the 
Veterans’ Administration office ¢ 

Mr. Dennstepr. What? 

Mr. Cuuporr. But, of course, you did so on instructions of the 
Veterans’ Administration office ? 

You say they told him to do this or to do that ? 

Mr. Dennstept. I didn’t go down to see them. 

Mr. Cuvuporr. It came out of the Veterans’ Administration ? 

Mr. Dennstepr. I told you the date; yes. 

Mr. Teacur. At any rate, the regulations became effective on Oc- 
tober 1 ¢ 

Mr. Dennstepr. That is right. They said it was perfectly legiti- 
mate to do that. 

Mr. Teacur. Well, then, you knew that these appraisal reports, 
which weren't actually made because I understand they couldn’t be 
made until Veterans’ Administration agreed on it ? 

Mr. Dennsrepr. I don’t know about dates, anything like that, but I 
know we did want to get in ahead of that X business. 

Mr. Teacur. Well, the record seems to show that certain unauthor- 
ized changes in connection with closing costs were made by your firm in 
the case of certain individual veterans, and these have been sub- 
sequently adjusted. 
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Would you care to comment on why these were made, such as inter- 
est, during the period in which the appraisal was first adopted ? 

Mr. Dennsrepr. It is my understanding that when we found out we 
were wrong there we adjusted them. 

Mr. Orr. Do you recall how many there were of such cases? 

Mr. Dennstrepr. Not very many. I don’t know how many, but it 
was not very many. 

Mr. Orr. How did you make the adjustments in each instance ¢ 

Mr. Dennsrepr. Paid back whatever interest or charge, we paid the 
veteran back. 

Mr. Orr. Are you all squared away with Veterans’ Administration 
with that now ? 

Mr. Dennsrepr. Yes, on point 1. 

Mr. Teacue. Is there an appraisal pending on point 2 at the 
moment ¢ 

Mr. Dennstepr. Appraisal is made on 25 of the lots. That is all. 

Mr. Orr. In other words, that was resubmitted ¢ 

Mr. Dennstepr. Yes. 

Mr. Orr. After the investigation disclosed that it was improperly 
submitted before? 

Mr. Dennstepr. No. It was submitted for a new readjustment now. 

Mr. Teacur. Also, the record indicates, sir, that your company ac- 
cepted agreements from veterans and later requested the veterans to 
sign agreements, which included increases in most instances of $350 
over previous agreements. 

Will you enlighten us why? 

Mr. Dennsrepr. We started the subdivision with 87 lots, and some 
of them were 80-foot lots, some 50-foot lots, and after we had the 
appraisal made they added two plats to them, and after we got to 
building the smaller lots, and some lots weren’t quite as desirable as 
others, we found that we weren’t coming out very well. The lots cost 
us more in dividing than we figured at first. And we asked for a $350 
appraisal on 60 or so lots and was granted the increase, and we told the 
veterans they wouldn’t have to take them if they didn’t want to, and 
we would pay them back their money and excuse them from their 
contracts. And I think they all completed their contracts, all but two 
or three of them. 

Mr. Treacur. The veterans approved this increase, you say ? 

Mr. Dennstepr. Yes, sir. 

Mr. Treacur. Has your company complied with the minimum con 
struction requirements in veterans’ houses ¢ 

Mr. Dennsrepr. In all cases. 

Mr. Teacur. You do have pending at the present time a suit against 
you for some $30,000 by Mr. Wessell, who testified this morning ? 

Mr. Dennsrepr. Yes, sir. 

Mr. Tracur. There seems to be some disagreement, then, as to 
whether or not a compliance was.made in that case. 

Mr. Dennsrepr. That is right. But we have been building in the 
town for 26 years, and he is the only one we ever had any trouble 
with, and I guess you know the reason why. 

Mr. Cuvuporr. Is that Wessell property built on filled-in ground? 

Mr. Dennsrepr. Yes; and he knew it. 

Mr. Cuvuporr. Were you in accord with the custom in San Diego of 
furnishing certain gifts to certain Veterans’ Administration officials? 
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Mr. Dennsrepr. That is out of my department. 

Mr. Cuvuporr. Did your company ever give them gifts? 

Mr. Dennstrepr. We gave them small amounts. 

Mr. Cuuporr. Did you ever give them cases ¢ 

Mr. Teacur. What did you give them? 

Mr. Dennsrepr. I don’t know. It is out of my 

Mr. Cuuporr. Was it whisky / 

Mr. Dennsrepr. I couldn't say. 

Mr. Cuvuporr. That seems to be the custom of the trade. 

Mr. Dennsrepr. Well, they have more drunks there. 

Mr. Cuvporr. But you did give them some kind of gifts? 

Mr. Dennsrepr. We gave the building department and the plan- 
ning commissioner's department, and Veterans’ Administration, and 
Federal Housing Administration, and all their appraisers—I call 
them inspectors—we gave them a little something. I don’t know what 
it is. It comes out of my department. I don’t know what it is. I 
suppose the whole business would amount to less than $200 worth. 

Mr. Cuvuporr. But you don’t know what gifts consisted of ? 

Mr. Dennstepr. Not personally, I don’t know. 

Mr. Orr. Mr. Denstedt, did your company finance a trip on which 
Veterans’ Administration employees were invited ? 

Mr. Dennstrepr. Yes. One of the boys took one or two of the Vet 
erans’ Administration—I don’t know how many—and some other civil 
services—I don’t know the—from their town to La Paz and back. 

Mr. Orr. We are not familiar with the territory. 

Mr. Dennstrepr. That is in Mexico. 

Mr. Orr. How far is it ? 

Mr. Dennstrepr. I don’t know. 

Mr. Cuvporr. Is that a resort in Mexico? 

Mr. Dennstrepr. Sort of a fishing resort, I think. I don’t know 
much about it. I didn’t pay any attention. 

Mr. Cuvuporr. How much did that cost ? 

Mr. Dennsrepr. I don’t know. 

Mr. Cuvuporr. How far is La Paz from San Diego? 

Mr. Dennstrepr. I don’t know. 

Mr. Cuuporr. Do you know approximately how far it might have 
been ? 

Mr. Dennstepr. | haven't the slightest idea. 

Mr. Cuvporr. 100 miles, 200 miles? 

Mr. Dennsrepr. I don’t know. It must have been more than 100 
miles, because that would be right next door. 

Mr. Cuvuporr. You mean to tell me your company took a group of 
people on a pleasure trip or resort, fishing or other types of enter- 
tainment, and you don’t know how much was spent or you don’t know 
where it was? 

Mr. Dennstepr. No. 

Mr. Cuvporr. Who signs the checks? 

Mr. Dy NNSTEDT. Well, there ure several of them sion checks. 

Mr. Cuvuporr. Do you sign checks? 

Mr. Dennsrepr. I sign checks. I don’t remember signing that one. 

Mr. Cuuporr. Did the board of directors authorize this expendi 
ture ¢ 
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Mr. Dennstept. Well, I don’t remember whether it ever came up 
with the board. I think it was done without anybody paying much 
attention to it. 

Mr. Cuuporr. Those things don’t mean anything in your company, 
itissosmall? Is that it? 

Mr. Dennstepr. I did not understand what you meant there. 

Mr. Cuuporr. Well, if it was a substantial sum of money, you 
wouldn’t want to spend it without the board approving it? 

Mr. Dennstepr. It was not a substantial sum of money. I don’t 
know what it was. 

Mr. Cuvuporr. How many people were on the trip? 

Mr. Dennstepr. I think it was two or three Veterans’ Administra 
tion people—I think only two of them, and at the time another com- 
petitor of ours went along with them and one of ours, of our organi- 
zation. 

Mr. Cuuporr. Veterans’ Administration officials, you say two or 
three? 

Mr. Dennstepr. Yes; two or three. 

Mr. Cuuporr. Mr. Paige? 

Mr. Dennstepr. No. 

Mr. Cuvuporr. Mr. Dodge? 

Mr. Dennstepr. Dodge was. 

Mr. Cuvuporr. Who else? 

Mr. Dennstepr. I don’t know. 

Mr. Cuvcporr. You haven't the least idea how much you spent on 
them ? 

Mr. Dennstepr. The bills will show it, but I don’t know how much 
it was now. 

Mr. Cuvuporr. You took it off your income tax for entertainment ? 

Mr. Dennstepr. I presume so. 

Mr. Orr. How did they go on this trip—train, automobile, or what? 

Mr. Dennsrtepr. I think you can only get there by plane. 

Mr. Orr. Did you charter a plane ? 

Mr. Dennsrept. No. 

Mr. Cuvporr. Regular airline route ? 

Mr. Dennstepr. There is no regular airline route. I don’t know 
anything about it. I didn’t go into detail. 

Mr. Cuvporr. You thought your company would benefit by getting 
better service by keeping these officials happy ? 

Mr. Dennstepr. I don’t think so. 

Mr. Cuvuporr. You mean you take people on trips whether you 
know them or not ? 

Mr. Dennstepr. Well, of course, the organization knew the people 
that were there, but why would we take one of our competitors along # 

Mr. Cuuporr. I wouldn’t know. There are a lot of things we are 
trying to find out. 

Mr. Dennstepr. We took one of our competitors and paid his ex- 
penses. 

Mr. Cuuporr. Maybe you thought he wouldn’t compete with you 
during the trip. 

Mr. Dennstept. Just good will. 

Mr. Cuvuporr. If you don’t remember—— 





VETERANS’ LOAN GUARANTY PROGRAM 195 


Mr. Dennstepr. I don’t remember now, but I can find out. But I 
don’t remember here. 

Mr. Tracue. Thatisall. Thank you, Mr. Dennstedt. 

Mr. Mahar. 


STATEMENT OF RUSSELL G. MAHAR, APPRAISER, SAN DIEGO, CALIF. 


Mr. Tracvr. How long have you been practicing appraising ? 

Mr. Manar. Forthe San Diego office, you mean ¢ 

Mr. Teacure. Anywhere. 

Mr. Manar. Since 1944. 

Mr. Tracur. Would you please tell us of any difficulties or any 
violations of the minimum construction requirements by builders in 
the area which your office serves ? 

Mr. Manar. Well, I took this job on July 17, and, from the available 
records in the appraisal section that were made prior to that time, 
about 50 page of the plans have specifications with them, and 50 
percent of the specifications have no plans. 

So it was apparent that there couldn’t have been any consideration 
of minimum construction requirements, inasrauch as they had nothing 
to work with. 

Mr. Tracue. In other words, they couldn’t meet these requirements 
if they didn’t have any plans; isthat right ? 

Mr. Manar. That is exactly right. 

Mr. Tracur. Could you name all of the builders and contractors 
who were guilty of these violations ¢ 

Mr. Manar. Well, that will be rather difficult without all the records 
in front of me, but, as a general statement, I would say it was the gen- 
eral practice not to be too fussy with plans and specifications submitted 
prior to July. 

Mr. Teacue. Would you name some of the violators? 

Mr. Manar. Well, the violators, such people as the Hubner Building 
Co., Cosgrove Co., and Rolando Park units, various numbers, G. W. 
Anderson, and several others. 

Mr. Teacue. Would you name some of the principal structural de- 
fects or other defects? 

Mr. Manar. If I may refer to notes? 

Mr. Teacup. Yes. 

Mr. Manar. Starting at the foundation, a lack of reinforcing steel, 
forone. Exterior doors being 1% instead of 134, as required. Closet- 
ing, instead of hardwood floods, using asphalt tile. Wood gravel stops 
instead of steel on gravel roofs. Lack of back bending in plumbing. 
And many other minor things that occur from time to time in all sorts 
of construction. 

Mr. Tracue. Did these violations or deviations materially reduce 
the cost of construction of such dwellings? 

Mr. Manar. Oh, yes; certainly. The reinforcing steel is not a gift 
from any steel company. The back bending requires considerable 
time and material. Steel for your roofing, that is more than wood; 
134 doors are cheaper than 144, et cetera. 

Mr. Teacun. From your observation and study of the records, who 
was more or less responsible for these violations and deviations? ’ 








196 VETERANS’ LOAN GUARANTY PROGRAM 


Mr. Mawar. Well, it was the function of the chief appraiser to be 
sure that the plans and specifications are in accordance with the mini 
mum construction requirements. 

Mr. Teague. Do you find that the chief appraiser had authorized o1 
condoned these violations or deviations ¢ 

Mr. Manar. From the records available, it is apparent that someone 
and that the only one in this, I assume, who was responsible was the 
chief appraiser. 

Mr. Teacur. Would you indicate what action the loan-guaranty of 
ficer has taken to correct the situation, to limit it. 

Mr. Manar. Before the plans and specifications are submitted to the 
panel appraisers or an individual appraiser as an individual dealer, 
they are checked on the cost analysis section as to minimum construe 
tion requirements. And the return of the panel appraisers to them is 
checked with the cost data which we have available, and it is checked 
each month nationally and locally. If the appraised value is in line 
with the cost analysis a certificate of reasonable value, or regular cer 
tificate of reasonable value, is issued to the layman. 

Mr. Tracur. Will you permit any deviations from these plans and 
specifications in buildings now being constructed ? 

Mr. Mauer. None. None. To the point of making plenty of ene- 
mies in the contracting business. 

Mr. Cuuporr. These certificates to meet the requirements were in 
such volume that they couldn't possibly be caused by an error ¢ 

Mr. Manar. Not an accidental error; no. 

Mr. Cuvuporr. You would say it would be more or less willful? 

Mr. Manar. Yes. 

Mr. Cuvuporr. Then a builder got more profit on a house than he 
would have had if he had complied with the regulations? 

Mr. Manar. That is a natural conclusion; yes. 

Mr. Cuvuporr. How much would you say, on an average, the builder 
overcharged the veteran ¢ 

Mr. Maner. That will be difficult to answer without an analysis 
of each case. 

Mr. Cuuporr. But there would be an overcharge ? 

Mr. Manar. Undoubtedly. Where inferior materials or lack 
materials were used, there would have to be an overcharge. 

Mr. Cuvporr. Would you think it would be possible for these things 
to occur without a conspiracy between the builder and the appraiser / 

Mr. Manar. There was some understanding. 

Mr. Cuvporr. In other words, somebody had to close their eyes ? 

Mr. Manar. Somebody did close their eyes. 

Mr. Cuvuporr. That is all. 

Mr. Orr. Mr. Mahar, as you recall the investigation, would you tell 
the committee just briefly what you did in that connection to attempt 
to see that the veteran was getting what he paid for ¢ 

Mr. Manar. In June and July of this year there were over 1,000 
written complaints about faulty construc tion and lack of m: iny things. 
We employed compliance inspectors. Those are men who are licensed 
contractors and work their way on a fee basis to check as closely as 
we could from old records the discrepancies or derelictions in the con- 
tract or in the building. 
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We have reduced those now toa matter of about 200, but it has taken 
considerable thousands of dollars to do this. And in most instances— 
I will be fair—most contractors have cooperated in getting their house 
in order as far as requirements are concerned. 

Mr. Cuvuporr. That is, since you have put a watchdog on them ? 

Mr. Manar. Well, naturally. 

Mr. Teacur. Thank you very much, Mr. Mahar. I appreciate your 
testimony. 


Mr. Morron. Mr. Glazebrook here? 


STATEMENT OF KENNETH A. GLAZEBROOK, GENERAL MANAGER, 
MOBILHOMES CORP. OF SAN DIEGO, SAN DIEGO, CALIF. 


Mr. Morton. Mr. Glazebrook, one of your employees testified here 
yesterday——-Mr. Bettles, assistant manager, I believe—and at that 
time we had a discussion of a couple of items which he was unable to 
enlighten us on. 

We thought perhaps you could. First is the question of, I believe 
it was, $850.64 in building materials used by Mr. Paige in completing 
a home at 1581 West Muirlands Drive, La Jolla. Were you ever paid 
for this? 

Mr. GitazesrooKk. No. 

Mr. Morton. Did your company have any particular reason why 
you did not press collection of that claim: also, whether you under- 
stood at the time it was a donation / 

Mr. Guazesroox. No: there was no understanding that it was a 
donation. lt was carried on our accounts receivable. 

Mr. Morton. You carried it on your books as an account receivable / 

Mr. Guazesrook. Yes. 

Mr. Morton. Have you made any efforts to collect it / 

Mr. Guazesrook. Just sending statements. 

Mr. Cuvvorr. How old is that account ? 

Mr. Giazesrook. That is about a year and 3 months old, 4 months. 

Mr. Cuvuvorr. What is the policy of Mobilhomes Corp. on a delin- 
quent account receivable? Have you started the regular practice of 
placing them in the hands of an attorney for collection ¢ 

Mr. Guazesrook. We never have. I have about $4,000 or over right 
now. of which the biggest share comes from one veteran or another. 

Mr. Cuvoorr. No attempt was made by your company to collect 
this $850.64 from Mr. Paige / 

Mr. Guavesrook. No, sir. If you would like, I would like to 
clarify it. 

Mr. Morton. Yes. 

Mr. Guazepsrookx. That is what we are here for. 

Mr. Morron. Yes, sir. 

Mr. GLAzeprRooK. At the time it was sent out to Mr. Paige, and when 

nd how the arrangements were made to send it to him | can't olive 
vou the exact details on that. I think that is rather irrelevant. I got 

Lennox furnace for some house, and we used Lennox furnaces in 
our houses. We like them. 

We said, “If we can help you on any items we can buy, you can get 
them and buy them at our price.” 
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So, when he was building his house, he said, “I need a furnace.” 

Then it was a Libby furnace then that we used in our house, and 
this furnace came to Mobilhomes, and we sent it to his house. The 
matter of windows, the ROW use their windows, and we had a special 
order, what we call a diamond-cut window, and he wanted to know if 
we could get some more of those windows, and that was sent out. 

There was doors or something, but the total is some $800 and some 
dollars. 

Mr. Cuuporr. He approached you? 

Mr. Guiazesroox. I don’t recall being specifically called on by Mr. 
Bettles. 

Mr. Cuvuporr. Did your company feel that it was a gift to Mr. Paige, 
or did you think you would ever collect it ? 

Mr. Guazesrook. In the beginning, of course, when the bills cami 
in, the bookkeeper said, “How about this item ¢” 

I said, “For the time being, put the item off to one side. I will 
tell you what to do with it later.” 

And some time went by, and maybe Mr. Paige did say something. 
I didn’t want to make an outright offer to him, and maybe I would 
cause him to say, “Well, we aren’t going to do business with Mobil- 
homes any more.” Maybe we were buying ourselves into something, 
which we wouldn’t be trying to adopt a business custom like that, until 
it came along about March, as best I can recall on this, before our 
fiscal closing was made, the bookkeeper said, “We better write these 
off, Mr. Paige.” 

And I said, “But that is an accounts receivable, and I will send him 
a bill.” 

Mr. Cuvuporr. Is that your custom, to write off accounts receivable 
as bad debts for income-tax purposes ¢ 

Mr. GuazesrooKk. We haven’t been in business that long. 

Mr. Cuuporr. But Mr. Paige was an official, a person engaged in 
good services, and you didn’t want to run the risk of getting him mad 
at you! 

Mr. Giazesrook. At that time—it wasn’t a case of trusting. It was 
a case of trying to figure a way to give it to him. If I had found 
out the right way to give it to him, I would have done it. But, inas 
much as I didn’t find any way, I took the other course. 

Mr. Cuuporr. Then I understand that you are telling the committee 
that, as far as you were concerned, it was a gift to Mr. Paige, but you 
carried it on your books because you thought it would be an illegal 
deal with a member of the Veterans’ Administration personnel if you 
tried to give it to him? 

Mr. Guiazesroox. I can’t say that I thought it was an illegal gift, 
because I didn’t recognize that it was illegal. 

Mr. Cuvporr. But you thought you might be criticized ? 

Mr. Guazesroox. But I was afraid to mention it to Mr. Paige. | 
had met him through Mr. Dodge, and, knowing Mr. Dodge, I would 
have never tried to have offered him something as a bribe or anything. 
and I mean that. And, not knowing Mr. Paige any more than that, 
I figured I wouldn’t take any chance. 

Mr. Cuuporr. This being an account receivable of the company, 
there wouldn’t be any criticism. There might be some danger that 
it might appear to be such a gift ? 
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Mr. Guazesroox. No. I think you have twisted what I am try- 
ing’ 

Mr. Cuuporr. I am not trying to twist a thing. 

Mr. Guazesroox. Then I am trying to tell you that we were not 
trying to give it to him as a gift for something. I would have given 
it to him, not a gift. Well, I could have said, “How about it, Bill? I 
would like to do something for you.” But I never said anything, 
and I didn’t want to approach him. 

Therefore, at that particular time I put it in accounts receivable, 
and as a result he received a statement. 

Mr. Morron. Did he say anything after you started mailing him 
monthly statements this last March or April? 

Mr. Guiazesroox. No, sir. 

Mr. Morton. You testified about $331.03 for materials which went 
into the repairs of the home of Mr. Charles A. Dodge ¢ 

Mr. Guazesrook. Yes, sir. That was a tile shower. I don’t know 
what work they were doing. I was never out to the house, but he at 
one time made a comment that they were doing some remodeling and 
going to put in a shower, and he asked me who did our tile work and I 
told him. 

I said, “Why don’t we have it done for you? And you will get it 
all on contract price.” 

And he made some comment. But I had completely forgotten 
about as to how the details were arranged until in the course of this 
investigation. And that was handled exactly the same way. 

Mr. Morron. At that time it was still $331.03 ? 

Mr. Guiazesrook. No. I think it was $200 just even. 

Mr. Morron. That was the figure given yesterday. 

Mr. Cuvuporr. I think Mr. Dodge said he paid $175, and then he 
would pay it off as soon as they were financially able to. 

Mr. Guazerroox. It was around $200. 

Mr. Cuuporr. Have you ever given any presents to officials of the 
Veterans’ Administration ‘ 

Mr. Guazesrook. We have given stock in trade, the same as the rest 
of them. 

Mr. Cuuporr. Whisky ¢ 

Mr. Guazesrook. Whisky. 

Mr. Cuvuporr. In case lots or bottles or what ¢ 

Mr. Giazesroox. I think probably case. 

Mr. Morton. I deeply appreciate the business you have given my 
native State of Kentucky, which makes good whisky. I deeply ap- 
preciate that business. 

Mr. Cuvuporr. We do make some good whisky in Pennsylvania, so 
I hope you will give our State some of that business. 

Mr. Morron. At the request of Mr. William E. Berry, manager of 
the Veterans’ Administration, San Diego regional office, I will read 
his statement into the record: 





STATEMENT OF Wiitiam E. Berry, MANAGER, VETERANS’ ADMINISTRATION, SAN 
LneGo REGIONAL Orrice, SAN Dipeo, CALIF. 


Mr. Chairman, I appreciate this opportunity to appear before this committee 
and submit my comments relative to this hearing and the situation in the loan 
guaranty program of our office. For the record, my name is William E. Berry, 
and my home address is 5404 Gilbert Drive, San Diego, Calif. I am the manager 
of the Veterans’ Administration regional office, San Diego, Calif. For the pur- 
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poses of a brief background of my education and experience, I submit the 
following 

My education consists of approximately 3 years’ college work with additional 
training inlaw. Ihave an LL. B. degree and am a member of the bar of Kansas 
I obtained my law degree by attending night school after I was employed in 
the civil service. I started my employment as a civil-service employee in August 
1924 at CAF-2. My present grade is (S-14. I have served continuously as a 
civil-service employee since my original appointment in 1924 and, except for 
approximately 34% years with the General Accounting Office, all of my employ- 
ment has been with the Veterans’ Administration. 

In discussing the situation which developed in the loan guaranty program of 
our office, I am deeply disturbed at the conditions disclosed by the various inves 
tigators. In starting this program in this area, I was confident that we had 
obtained capable employees and, on the basis of information as to character 
references, | was absolutely confident as to their integrity In operating the 
program I felt that we had adopted sufficient measures to assure that the con 
duct and activity of our employees would be maintained at a high level of 
respectability and prestige. It was seriously disturbing to me, therefore, to 
discover that in spite of our efforts there had developed in our office a system 
of irregularities which amounts to a major scandal. 

Immediately upon discovery of evidence of irregularity in the operations of 
our GI loan program, efforts were undertaken to correct the situation as com 
pletely and as quickly as possible. Over a period of approximately 6 months 
unrelenting efforts have been made to accomplish this objective with a minimum 
of curtailment and disruption in the operations of the remainder of the office. 
Accwnulated backlogs in our loan-guaranty program have been cleared with 
all possible dispatch and we are again approaching normalcy in these opera 
tions. The employees involved in these irregular practices have been dealt with 
to the extent of administrative responsibility. The key positions in the loan- 
guaranty division have been restaffed with the best material available and I am 
confident that henceforward this program will operate in this office in such a 
manner as to assure that the benefits to the veterans in this area, provided by 
Congress, will be administered strictly in accordance with the intent of Congress 

In my own experience as a civil-service employee I have never found it neces 
sary to compromise my position in order to sustain myself and family or obtain 
advancement in grade I recognize, of course, that in my career as a publi 
employee I have, perhaps, benefited by a few fortunate “breaks.” It is my 
own feeling that Congress has been rather generous in authorizing salary ranges 
for Federal employees and I am not too sympathetic to the suggestions which 
have been made during this hearing that civil-service employees are underpaid 
I submit that for the most part the salaries of civil-service employees are com 
parable with salaries in different lines of endeavor In those cases where 
salaries of Federal employees are inadequate to provide reasonable standards of 
living, employees seeking to supplement this income through legitimate means 
should not be penalized. On the other hand, resort to illegal means for this 
purpose should be dealt with in accordance with the circumstances existing 
It is my feeling, therefore, that perhaps the suggestion should be made that 
the law possibly should be amended to permit wider application If amendatory) 
legislation is considered, the responsibility of the donor in such matters should 
be more clearly defined 

As has been suggested during the course of this hearing, there appeared to 
have been violations of construction requirements in the building of homes for 
veterans in this area. It is my suggestion, in this connection, that additiona 
safeguards to the home purchaser be provided by direct legislation if necessary 
to assure the responsibility of the contractor. If it is shown that there has been 
collusion in any case by a Veterans’ Administration employee and a building 
contractor, for the purpose of waiving minimum construction requirements, both 
the Veterans’ Administration employee and the contractor should be made ac 
countable to the purchaser. It has occurred to me that so far as a Veterans’ Ad 
ministration employee in such a case was concerned, possible relief might be 
had through the application of the Federal Torts Act. [ am not clear, however, 
that this legislation would be applicable in such a case and it is my feeling that 
either a performance bond should be required or protection provided by ex 
tending the time of the statute of limitations 

Information developed during the course of this hearing has also disclosed 
that the veterans themselves, in some cases, have seriously abused the rights 
which have been granted to them by a generous Congress It is unfortunate 
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that a few of the less conscientious veterans have indulged in a practice which 
reflects discredit on the entire veterans program. It is my suggestion, there 
fore, that if necessary additional legislation be enacted to prohibit disposal 
of entitlement to a benefit which has been provided by our Congress in recogni 
tion of service performed in the Armed Forces 

1 am impressed with the tremendous public service this committee has ren 
dered in conducting these hearings in San Diego. I repeat, that | am deeply 
disturbed because of the conditions which necessitated this hearing, but I am 
grutified that the results of the hearing will contribute immeasurably to our 
emleavor to reassure the citizens of this community of our firm determination 
that the San Diego regional office of the Veterans’ Administration will be oper 
ated in accordance with established law and regulations. Moreover, I take this 
opportunity to reaffirm my position that my office will be operated in such a 
manner as to assure orderly distribution of the benefits made available to the 
veterans in this area by the Congress of the United States, and with a minimum 
of operating costs to the taxpayers 

Mr. Cruvuporr. We want to thank you gentlemen very much for 
your cooperation, before closing. | believe the facts disclosed as a 
result of these hearings will enable the committee to go back to Wash- 
ington and report to the Congress for the purpose of changing the 
law in such fashion as it might be necessary to change it. 

I also personally thank the chamber of commerce of the city of 
San Diego for the use of its auditorium, and also the citizens of 
San Diego who have made our stay here rather pleasant. 

Mr. Treasurer. | want to express my thanks to the people of the city of 
San Diego and hope that my next visit and the next visit of the entire 
committee will be under perhaps more favorable circumstances. 

(Whereupon, at 4:10 p. m., December 5, 1951, the committee re- 
cessed subject to the call of the Chair.) 














INVESTIGATION OF VETERANS’ LOAN GUARANTY 
PROGRAM 


WEDNESDAY, JUNE 4, 1952 


House or RepresENTATIVES, 
SeLecr CoMMITree To INVESTIGATE THE LOAN GUARANTY 
Program Unver Tue GI Britt, 
Washington, D. U. 

The select committee met at 10 a. m., pursuant to call, in room 1310 
of the New House Office Building, Hon. Olin E. Teague, chairman, 
presiding. 

Present: Representatives Teague, Beall, Morton, Patten, and 
Chudoff. 

Also present: Oliver E. Meadows, staff director of the select com- 
mittee; J. Buford Jenkins, architectural engineer, Veterans’ Admin- 
istration central office, and P. W. C logston, arc -hitectural engineer, 
Housing and Home Finance Agency. 

Mr. Treacur. The select committee will come to order. 

I am sure that everyone here knows that this committee has been 
conducting an investigation into the veterans’ loan guaranty program. 
The Veterans’ Administration regulations state that the first consider- 
ation in this loan program is to the interests of the Government, 
second to the veteran, and last to the builder. I am sure you also know 
we are now writing a new GI bill and the committee would like to be 
able to make some recommendations as far as the loan guaranty pro- 
gram is concerned. The committee would like to emphasize we are 
seeking facts; that the committee wishes to be fair; that the appear- 
ance before this committee of any witness does not mean that some 
person is doing wrong. 

These hearings will probably go on for some little time. We have 
had hundreds of complaints; in fact, after a 17-inning ball game last 
night I received some complaints at home. 

Our first witnesses this morning will be three veteran home owners 

1 Templeton Knolls, Mr. Charles R. Anderson, Mr. Ferd C. Meyer, 
ad Mr. Charles Gaffney. Are those gentlemen in the room? Would 
you come forward together? Will the three of you hold up your 
right hand? Do you swear that the testimony you will give will be 
the truth, the whole truth, and nothing but the truth, so help you God ? 

Mr. ANperson. I do. 

Mr. Meyer. I do. 

Mr. Garrney. I do. 
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TESTIMONY OF FERDINAND C. MEYER, EAST RIVERDALE, MD.; 
CHARLES C. GAFFNEY, TEMPLETON KNOLLS, MD.; AND CHARLES 
R. ANDERSON, TEMPLETON KNOLLS, MD. 


Mr. Teacur. Will you give your full name, your address, and 
occupation ¢ 

Mr. Meyer. Ferdinand C. Meyer, 6102 Longfellow Street, East 
Riverdale, Md. I am a budget analyst with the Navy Department, 
Bureau of Ordnance. 

Mr. Garrney. Charles C. Gaffney, 6100 Longfellow Street, Temple 
ton Knolls, Md. I am an administrative officer with the Navy De 
partment. 

Mr. Anperson. My name is Charles R. Anderson, 6106 Longfellow 
Street, body builder at Thompson’s Dairy. 

Mr. Meavows. Who will act as spokesman ¢ 

Mr. Meyer. I would like to start and have these two gentlemen add 
to what I have to say. 

Mr. Meapows. Will you tell us where you live and give us as nearly 
as you can the gener: al financial transaction in which you engaged 
when you entered into this negotiation and transaction to purchase a a 
home in Templeton Knolls¢ Will you tell us what sort of a project 
it is, what the circumstances were that surrounded your purchasing a 
home in that section. 

Mr. Meyer. Yes,sir. I live at 6102 Longfellow Street in East River 
dale, Md. This is the Templeton Knolls development. They are two 
story, semidetached brick homes, and I would lke to give to this com- 
mittee the background concerning the early purchasers of the Temple 
ton Knolls homes when they entered into a contract with the builder 
through its sales agent, the Colonial Investment Co. 

If 1 may, I would like to speak of my own case which is typical of 
the purchasers who have signed agreements in the period of October 
and November 1950. At the time we entered into a contractual agree 
ment only one home was built in the Templeton Knolls development. 
This was a model home which was located at 5701 Fifty-seventh 
Street, East Riverdale, Md. 

Mr. Tracur. Would you tell us how you came to be spokesman 
for this group that lives theret Did you have a meeting? How many 
were there? What action was taken‘ How is it that three of you are 
spokesmen for that group? 

Mr. Meyer. We three, through a group of complaints submitted 
by the various individuals in the group—— 

Mr. Tracve. Approximately how many? 

Mr. Meyer. We have around 20. 

Mr. Anperson. About 27 complaints. 

Mr. Meyer. We worked in a group. We three sort of initiated this 
thing and made our contacts with your office and submitted the com- 
»laints to your office. We thought we were better qualified since we 
initiated this; that the three of us, or one of the three of us should 
represent the group. The other two gentlemen selected me to give 
the opening statement. 

Mr. Teacur. Proceed, please. 

Mr. Meyer. Now, we will tell you how we entered into our contrac- 
tual agreement. On September 8, 1950, I signed an offer-to-purchase 
agreement and paid a $25 deposit on my present home. This pur- 
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chase was made on the condition that my home was to be the same as 
the model home with the exception that my home was to have a base 
ment and that my kitchen would be 1 foot larger than the model 
home, and that the living-room and dining-room area would be | 
foot smaller. We were told that the price of our home with the base 
ment would be $11,240 plus settlement. 

We were further told that there would be a down payment of $600, 
of which approximately $275 would be a settlement fee. 

On September 20, 1950, I paid to the Colonial Investment Co. $250, 
bringing my total deposit to $275, the remaining $325 of the down pay 
ment was to be paid at the time of settlement. 

At this same time we were told that since the builder wae required 
to put a 12-inch instead of an 8-inch cinder block into our basement, the 
cost would be increased by $150, bringing the total for the home to 
$11,590. 

In this same month, September 1950, we were given a sales con- 
tract to sign but before this contract was signed by either party we 
were given another sales contract which was worded differently. 

I can give to the committee a copy of both my present contract 
and the one they originally submitted to us, 

Mr. Tracur. We would like to insert those in the record. 

(The materia] referred to is as follows :) 


COLONIAL INVESTMENT COMPANY, SALES AGENT, 815-17 NINTH Street NW., 


WASHINGTON 1, D. C. 
TEMPLETON KNOLLS SALES CONTRACT, PRINCE GEORGES COUNTY, MARYLAND 


This Agreement of Sale made this day of September 1950, by and 
between Ferdinand C. & Adele P. Meyer (hereinafter known as the Purchaser), 
and Templeton Knolls, Inc., a corporation (hereinafter known as the Seller). 

Witnesseth, receipt is hereby acknowledged from the Purchaser of a deposit 
of Two Hundred Seventy-five Dollars ($275.00), to be applied as hereinafter 
provided as part payment on the purchase of Lot No. 24, Block No. A, Temple 
ton Knolls Subdivision as duly dedicated, platted, and recorded among the Land 
Records of Prince Georges County, State of Maryland, in Plat Book No. WWW 
17, Plat No. 51, with the improvements to be erected thereon, known as No. 

Street, Templeton Knolls, Prince Georges County, Maryland, upon 
the following terms of sale 

(1) The total purchase price is Eleven Thousand Three Hundred and Ninety 
Dollars ($11,390.00), of which Dollars ($325.00) shall be payable in 
cash by purchaser at time of settlement. 

(2) The purchaser is to execute and deliver a first deed of trust in the amount 
of Eleven Thousand and Sixty-five Dollars ($11,065.00) bearing interest at the 
rate of four percent (4%) per annum payable in approximately monthly in 
stallments of Fifty-eight and 70/100 Dollars ($58.70), each installment when 
so paid to be applied first, to the payment of the interest on the amount of 
the unpaid principal and the balance of said installment credited to principal. 
The unpaid balance shall mature in twenty-four years and nine months. The 
cost of conveyancing (excluding the deed of conveyance and other items con- 
trolled by the Veterans’ Administration regulations), including examination of 
title, title insurance, tax certificate, noting preparation of necessary docu- 
ments, surveys (house location plats as required by the mortgagee which does 
not include permanent bench marks), notary fees, State stamps on deed and 
deed of trust, recording fees, credit report, settlement fees and Veterans’ Ad- 
ministration final compliance and inspection report fees, shall be paid by the 
purchaser. He shall also pay interest from date of closing to the first of the 
following month, plus interest for one additional month. 

In addition to the monthly payments as aforesaid one said deed of trust there 
shall also be paid monthly installments of extended hazard insurance and one- 
twelfth of the estimated real estate taxes. 


98424—52 i4 
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It is agreed that this loan will be secured by purchaser and placed on the 
property pursuant to the real estate loan provisions of Section 501 of the 
Servicemen’s Readjustment Act of 1944 for which purchaser represents he is 
qualified and will meet the credit requirements of the Veterans’ Administration 
and the lender. Purchaser further represents that he has not used any part 
of the loan guaranty reserved for him under said Act, to wit $4,000.00. The 
purchaser undertakes promptly upon the execution hereof to make the neces 
sary application to the Veterans’ Administration and to the lending institution 
and to execute any and all instruments and to give such statements and under 
takings as may be required in connection therewith. If the purchaser, by reason 
of credit or otherwise, shall not be acceptable to or fulfill the requirements of 
the Veterans’ Administration and/or the lending institution, the seller, upon 
receiving notice thereof from the Veterans’ Administration or lending institu 
tion, at its option, may cancel this contract and return the deposit paid here 
under, less the cost of Veterans’ Administration appraisal and credit report 

(3) It is agreed that the above deposit also covers the prepayment of such 
portion of the State and County taxes, fire and extended coverage insurance 
as shall be prescribed by the lender. 

The requirements to cover conveyancing, examination of title, title insurance 
tax certificate, noting, preparation of necessary documents, surveys, notary 
fees, State stamps on deed of trust, recording fees, credit report, settlement fees 
and Veterans’ Administration final compliance and inspection report fees, pre 
payment of State and County taxes and fire and extended coverage have been 
estimated at $275, which amount has been included in deposit; any excess over 
actual charges shall be refunded to purchaser at time of settlement. 

(4) The seller agrees to convey the said property with special warranty deed 
in form usually used in Prince Georges County, Maryland. 

(5) The building to be erected on the premises above referred to shall bh 
substantially in accordance with the model house now erected on Lot 3, Block A 
of this subdivision, which model house has been inspected by the purchaser, 
provided, however, that all drapes, rugs, furniture and furnishings now or 
hereafter being in or forming part of the said model house are for exhibition 
purposes only and none of same are included in this sale. The sale is to 
include an electric refrigerator, 36-inch gas range, window shades and screens 
for all exterior openings. Painting shall be as selected by the seller. Varia 
tions in architectural design may be made by seller. Basement to be added 
at cost of $900 included in price. 

(6) Settlement under this agreement shall be made 10 days after the seller 
has sent notice to the purchaser of receipt by the seller of a certificate of com 
pletion issued by the Veterans’ Administration, but in no event shall settle 
ment be made later than 180 days after acceptance of this contract by the 
seller, subject, however, to the provisions of (13) hereof. It is expressly under 
stood and agreed that the purchaser shall in no event take possession of the 
premises prior to full compliance with the terms of this contract and settlement 
und should the purchaser violate this provision the purchaser agrees that the 
seller shall have the right immediately to remove purchaser from the premises 

(7) In the event of the purchaser's failure to comply with the provisions of 
this contract or to make settlement as herein provided, or upon unauthorized 
possession in violation of the terms hereof, the seller may elect to cancel this 
contract without further notice and retain the amount paid by the purchase 
hereunder, and/or the seller may avail itself of any legal or equitable righ’ 
which it may have under this contract. 

(8) Settlement shall be made at the office of the Colonial Investment Com 
pany, agent of the seller, or at the office of the title company, or attorney examin 
ing the title to said property, or at such other place as may be designated by th: 
ugent, and the deposit with the agent here named or with the title company, or 
with the attorney examining the title, of the purchase money, executed deed 
of conveyance and such other papers as are required of either party by the 
terms of this contract, shall be considered good and sufficient tender of per 
formance of the terms hereof. 

(9) The property is sold free of encumbrance and title is to be good of 
record, subject, however, to covenants, conditions or restrictions of record, 
any, otherwise the deposit shall be returned and sale declared off at the option 
of the purchaser; unless the defects are of such character that they may readily 
be remedied by legal action, but the seller and agent are hereby expressly 
released from all liability for damages by reason of any defect in the title 
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In case legal steps are necessary to perfect the title, such action must be taken 
promptly by and at the seller's expense, whereupon the time herein specified 
for full settlement by the purchaser will thereby be extended for the period 
necessary for such action. 

(10) It is understood between the parties hereto that this property will be 
served by water and sewer by the Washington Suburban Sanitary Commission 
and the Washington Suburban Sanitary Commission’s front foot benefit charges 
shall not be considered as a lien or encumbrance against the property but 
shall be adjusted to the date of settlement by the seller paying any installments 
which may have become due prior to settlement and the purchaser agreeing 
to assume and pay all future installments of the Washington Suburban Sanitary 
Commission's front foot benefit charge. 

(11) This contract is not assignable and the purchaser represents that these 
premises are purchased for his own residence. 

(12) The seller reserves the right to substitute materials, installations, or 
equipment as installed or used in the model house and/or as specified in the 
plans and specifications, provided, however, that such substitutions or altera- 
tions shall be the substantial equivalent. 

(13) The seller shall not be responsible for delays occasioned directly or 
indirectly by labor troubles or disputes, strikes, lockouts, war conditions, acts 
of God, or any other cause or intervention beyond its control. If the building 
herein referred to shall not be completed and ready for occupancy and the 
notice provided for in (6) shall not have been sent within the 90-day period 
specified in (6), then the sending of said notice and settlement may be deferred 
by seller for a period not beyond 90 days after the expiration of the 90-day 
period specified in (6). If for any reason other than the default of the pur- 
chaser seller shall fail to make settlement and deliver occupancy of the premises, 
the seller shall return the purchaser’s deposit and this contract shall thereupon 
be cancelled without further liability of either party. 

(14) The seller assumes the risk of loss or damage to said property by fire or 
other casualty until the executed deed of conveyance is delivered to the purchaser 
and the purchaser has made complete and final settlement hereunder. 

(15) The entire deposit shall be held by Colonial Investment Company, agent 
of the seller, until settlement hereunder is made or until the deposit is forfeited 
or purchaser entitled to return thereof. 

(16) The principals to the contract mutually agree that it is to be binding 
upon them, their and each of their respective heirs, executors, administrators, 
successors, and assigns; that the provisions hereof shall survive the execution 
and delivery of the deed aforesaid and shall not be merged therein; that this 
contract contains the final entire agreement between the parties hereto and that 
they shall not be bound by any terms, conditions, statements, warranties or 
representations, oral or written, not herein contained. 

(17) This contract shall not be construed as a contract to build the improve- 
ments mentioned herein 

(18) It is understood and agreed that the deposit made herein shall not be 
refunded except as provided for in this contract. 


COLONIAL INVESTMENT COMPANY, Agent, 
By ais ‘ 


We, the undersigned, hereby ratify, accept, and agree to the above memorandum 
of sale and acknowledge it to be our contract. Executed in__ d ms te 
Dated: eS eo ee i 
(Purchaser) 
TEMPLETON KNOLLS, INc., Seller, 
Dated _ See ae 


McInerney & McCarruy, 
Washington, D. C., August 3, 1951. 
Mr. FerpInanp C. MEYER, 
Washington, D. ¢ 
Dear Mk. MeYer: Pursuant to our phone conversation, I enclose the contract to 
sell between you and the Colonial Investment Co 
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We are quite happy to learn that this matter has been amicably settled and 
that it won't be necessary for you to become involved in any legal argument 
Yours very truly, 
Joseru S. McCartny, 


COLONEL INVESTMENT COMPANY, 815-17 NINTH STREET NW., WASHINGTON 1, LD). C 
EXCLUSIVE SALES AGEN’ 


TEMPLETON KNOLLS SALES CONTRACT, PRINCE GEORGES COUNTY, MARYLAND 


This Agreement of Sale made this 6th day of October 1950, by and betwee 
Ferdinand C. and Adele P. Meyer (hereinafter known as the Purchaser), and 
rempleton Knolls, Inc., a corporation (hereinafter known as the Seller). 

Witnesseth, receipt is hereby acknowledged from the Purchaser of a deposit 
of Two Hundred and Seventy-tive Dollars ($275.00), to be applied as hereinafter 
provided on settlement charges and as part payment on the purchase of Lot No 
24, Block No. E, Templeton Knolls Subdivision as duly dedicated, platted and 
recorded among the Land Records of Prince Georges County, State of Maryland 
in Plat Book No. WWW 17 Plat No. 51, with the improvements to be erected 
thereon, known as No. , Street, Templeto: 
Knolls, Prince Georges County, Maryland, upon the following terms of sale: 

(1) The total purchase price is Eleven Thousand Three Tundred Ninety Dollars 
($11,390.00). Of the deposit, $525,00 shall be credited to the purchase price 
and $275.00 shall be applied on settlement charges. Should settlement charges 
be less than the said $275.00, the difference is to be refunded to the Purchaser 

(2) The purchaser is to execute and deliver a first deed of trust in the amount 
of Eleven Thousand and Sixty-five Dollars ($11,065.00) bearing interest at the 
rate of four percent (4%) per annum payable in approximate monthly instal! 
ments of Fifty-eight and 74/100 Dollars ($58.74), each installment when so paid 
to be applied first, to the payment of the interest on the amount of the unpaid 
principal and the balance of said installment credited to principal. The unpaid 
balance shall mature in twenty-four years and nine months. The Deed of Trust 
shall recite that the proceeds are to be used for the purchase of the within de 
scribed property. The cost of conveyancing (excluding the deed of conveyance 
and other items controlled by the Veterans’ Administration regulations), includ 
ing examination of title, title insurance, tax certificate, noting, preparation of 
necessary documents, surveys (house location plats as required by the mortgagee 
which does not include permanent bench marks), notary fees, State stamps o1 
deed and deed of trust, recording fees, credit report, settlement fees and Veterans 
Administration final compliance and inspection report fees, shall be paid by the 
purchaser He shall also pay interest from date of closing to the first of the 
following month, plus interest for one additional month 

In addition to the monthly payments as aforesaid on said deed of trust thers 
shall also be paid monthly installments of extended hazard insurance and one 
twelfth of the estimated real estate taxes 

It is agreed that this loan will be secured by purchaser and placed on the 
property pursuant to the real estate loan provisions of Sectien 501 of the Service 
men’s Readjustment Act of 1944 for which purchaser represents he is qualified 
and will meet the credit requirements of the Veterans’ Administration and the 
lender. Purchaser further represents that he has not used any part of the loar 
guaranty reserved for him under said Act, to wit $4,000.00. The purchaser un 
dertakes promptly upon the execution hereof to make the necessary application 
to the Veterans’ Adininistration and to the lending institution and to execut 
any and all instruments and to give such statements and undertakings as may 
be required in connection therewith. If the purchaser, by reason of credit o1 
otherwise, shall not be acceptable to or fulfill the requirements of the Veterans 
Administration and/or the lending institution, the seller, upon receiving notice 
thereof from the Veterans’ Administration or lending institution, shall cance! 
this contract and return the deposit paid hereunder, less the cost of Veterans 
Administration appraisal and credit report, and each party shall be discharged of 
liability to the other hereunder. 

(3) Settlement charges shall include conveyancing, examination of title, title 
insurance, tax certificates, noting, preparation of necessary documents, surveys. 
notary fees, State stamps on deed of trust, recording fees, credit report, settle 
ment fees, Veterans’ Administration final compliance and inspection report fees, 
prepayment of State and County taxes as prescribed by the lender, and fire and 
extended coverage insurance. 
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(4) The seller agrees to convey the said property with special warranty deed 
in form usually used in Prince Georges County, Maryland. 

(5) The building to be erected on the premises above referred to shall be sub 
stantially in accordance with the model house now erected on Lot 3, Block A 
(House to have basement), of this subdivision, which model house has been in 
spected by the purchaser, provided, however, that all drapes, rugs furniture and 
furnishings now or hereafter being in or forming part of the said model house 
are for exhibition purposes only and none of same are included in this sale. The 
sale is to include an electric refrigerator, 36-inch gas range, automatic washer, 
venetian blinds and screens for all exterior openings. Painting shall be as se 
lected by the seller. Variations in architectural design may be made by selle 
Final inspection and approval of the premises and building herein referred to by 
the Veterans’ Administration shall constitute approval and acceptance by the 
Purchaser of such building and premises 

(6) Settlement under this agreement shall be made 10 days after the seller 
has sent notice to the purchaser of receipt by the seller of a certificate of com 
pletion issued by the Veterans’ Administration, but in no event shall settlement 
be made later than 120 days after acceptance of this contract by the seller, sub 
ject, however, to the provisions of (13) hereof. It is expressly understood and 
igreed that the purchaser sliall in no event take possession of the premises prio! 
to full compliance with the terms of this contract and settlement, and should the 
purchaser violate this provision the purchaser agrees that the seller shall have 
the right immediately to remove purchaser from the premises 

(7) In the event of the purchaser's failure to comply with the provisions of 
this contract or to make settlement as herein provided, or upon unauthorized pos 
session in violation of the terms hereof, the seller may elect to cancel this con 
tract without further notice and retain the amount paid by the purchaser here 
under, and/or the seller may avail itself of any legal or equitable right which 
t may have under this contract 

(8S) Settlement shall be made at the office of the Colonial Investment Company, 
igent of the seller, or at the office of the title company, or attorney examining 
the title to said property, or at such other place as may be designated by the 
agent, and the deposit with the agent here named or with the title company, o1 
with the attorney examining the title, of the purchase money, executed deed of 


conveyance and such other papers as are required of either party by the terms of 
this contract, shall be considered good and sufficient tender of performance of the 
terminus hereof 

(%) The property is sold free of encumbrance and title is to be good of record, 
subject, however, to covenants, conditions or restrictions of record, if any, othe 
wise the deposit sha ln eturned and sale declared off at the option of the 
purchaser; unless the defects are of such character that they may readily be 
remedied by legal action, but the seller and agent are hereby expre ssly released 
froin all liability for di: iges by reason of any defect in the tith In case lega 
teps are necessary to perfect the title, such action must be taken promptly by 
ind at the seller’s expense, whereupon the time herein specified for full settl 
ent by the purchaser will thereby be extended for the period necessary for suc] 
eTiol 

10) It is understood between the parties herete that this property will ln 
served by water and sewer by the Washington Suburban Sanitary Commission 
nd the Washington Suburban Sanitary Commission's front foot benefit charges 


not be considered as a lien or encumbrance against the property but shall 
e adjusted to the date of settlement by the seller paying any installments which 
v have become due prior to settlement and the purchaser agreeing to assure 


and pay all future installments of the Washington Suburban Sanitary Com 
mission's front foot benefit charge 

11) ‘his contract is not assignable and the purchaser represents that thesé 
premises are purchased for his own residence 

(12) The seller reserves the right t substitute materials, installations o1 
equipment as installed or used in the model house and/or as specified in the 
jans and specifications, provided, however, that such substitutions or alterations 
shall be the substantial equivaient 

12 the seller ahett Ret Pe FER HsHote tert delies eeenstened cireetle or +e 
eeety by teber teretbles or cispittes; steHtes: leehketts ae eoreditierns sets of Ged 
oF eee ether estise eF HiterrertHerR beyerd Hs eorteet +f +he bHeHdine here 
refepred te shell net be eotiptleted ated rendy fer ceetparer and the netiee pte 
vided fer in (6) shall net have beer sent within the 44 day period speeified in (6 
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then the sending ef seid notice and settlement may be deferred by seler for «# 
period fet beveted OO deve after tre expitetion of the OH dey period speeified i+ 
(6): 4 the Seller shall be table te deliver @ deed of conveymnee and the eeet- 
pees of sid prettises for rensetts beyond the eotrel of the Seller, the 

ptid hereunder shall be rettened te the pirehaser and this contract tee 
erected withett fether HebHity of either parte. ta te event ef fises Hr est of 
building materials and/or lebor subsequent te the date of this contraet; the 


(13) The seller shall not be responsible for delays occasioned directly or in 
directly by labor troubles or disputes, strikes, lockouts, war conditions, acts of 
God or any other cause or intervention beyond its control. If the building 
herein referred to shall not be completed and ready for occupancy and the notice 
provided for in (6) shall not have been sent within the 90 day period specified 
in (6), then the sending of said-notice and settlement may be deferred by selle 
for a period not beyond 90 days after the expiration of the 90 day period spe 
cified in (6). If the seller shall be unable to deliver a deed of conveyance and 
occupancy of said premises for reasons or conditions beyond the control of 
seller, or by reason of any governmental restriction, order, allocation or limita 
tion, directly or indirectly affecting sales, availability of materials, construction 
or building conditions, the basis or terms thereof, the deposit paid hereunde: 
shall be returned to the purchaser and this contract shall be cancelled without 
further liability of either party. 

(14) The seller assumes the risk of loss or damage to said property by fire 
or other casualty until the executed deed of conveyance is delivered to the pur 
chaser and the purchaser has made complete and final settlement hereunder 

(15) The entire deposit shall be held by Colonial Investment Company, agent 
of the seller, until settlement hereunder is made or until the deposit is forfeited 
or purchaser entitled to return thereof. 

(16) The principals to the contract mutually agree that it is to be binding 
upon them, their and each of their respective heirs, executors, administrators, 
successors and assigns; that the provisions hereof shall survive the execution and 
delivery of the deed aforesaid and shall not be merged therein; that this contract 
contains the final entire agreement between the parties hereto and that the) 
shall not be bound by any terms, conditions, statements, warranties, or repre 
sentations, oral or written, not herein contained. The above is subject to the re 
strictions on the assignment of this contract by the Purchaser. 

(17) This contract shall not be construed as a contract to build the improve 
ments mentioned herein 

(18) It is understood and agreed that the deposit made herein shall not be 
refunded except as provided for in this contract. 


COLONIAL INVESTMENT COMPANY, Agent, 
By M. P. Ivey. 
We, the undersigned, hereby ratify, accept and agree to the above memoran 
dum of sale and acknowledge it to be our contract. Executed in 


FERDINAND C. MEYER 
(Purchaser ) 
ADELE P. MEYER. 
(Purchaser) 
Dated: October 6, 1950 
TEMPLETON KNOLLS, INo., Seller, 
By Wma. SprmLier. 
Dated : December 19, 1950. 
Property is to be conveyed in the name of Ferdinand C. Meyer and Adele | 
Meyer as tenants in entirety 
Mr. Meapows. This is a copy of a contract which you entered into 
and an amended contract ? 
Mr. Meyer. No. The first contract was signed by neither party. 
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They gave us a form and they had it typed out. They said, “Sign 
this and bring it back to us.” Before we signed it and got it back to 
them, they called us and said, “That contract is no good. The form 
isno good. We are going to give you a different form altogether. It 
is worded differently.” There are a lot of clauses in it which I feel 
were not in that, but I would rather have someone in a legal capacity 
review the two contracts. 

Mr. Treacur. When you say “we were told” will you add in there 
the name of the person that told you? 

Mr. Meyer. We were told by Mr. Alan Reeside of the Colonial In- 
vestment Co. 

The second contract was signed by my wife and I on October 5, 
1950, but was not signed by the seller until December 19, 1950. <A 
letter that was passed out at the time of the purchase is quoted as 
follows: 

Houses sold will be on a firm basis since materials are available and will be 
lelivered finished with street within a period of 120 days from contract date 
inless otherwise specified 

The first official notice we received, that is, by letter from Mr. Ree 
side again, stated that our homes would be ready for occupancy on 
March 1, 1951. On July 25, 1951, we received a letter from Mr. Alan 
Reeside stating he would like to see us at his office. 

Mr. Gaffney, who is my next-door neighbor, and I went to see him. 
He told us that Mr. Weiss had asked him to call us in to see how we 
felt about an increase in price on our homes from $11,390 to $12,500. 
Upon informing him that we would not voluntarily go along with this 
increase, he said that the Veterans’ Administration had approved these 
houses for $14,000. 

We told him that we had what we thought was a firm contract and 
planned to test its validity. Mr. Reeside said that they may have a 
way out, and he cited clause No. 13 of the contract which we signed 
as their loophole. 

Mr. Gaffney and I contacted an attorney but before any action was 
taken about a week later Mr. Reeside called, saying that Mr. Weiss 
decided to sell us our homes at the contract price. For later pur- 
chasers, however, prices have ranged on homes without basements from 
$10,490 to $12,500. 

Mr. Meavows. Pardon me. You did not give up your contract. Do 
you know whether any prospective buyers that had a similar contract 
did give up their contract under this threat of a price increase ? 

Mr. Meyer. I understand they have, but I don’t have the names of 
the persons. It was only by rumor. I wouldn’t under oath want to 
make the statement they did. I heard it through rumor, but someone 
probably that we can call later would be able to furnish that infor- 
mation. I didn’t see this person. 

On October 26, 1951, 1 year and 2 months after signing for our 
home, we were notified that it was ready for occupancy, 1 year and 2 
months later. As of today, this morning, the street in front of our 
house still has not been paved and according to the original literature 
they put out it was to be within 120 days of the contract. 

Mr. Beau. When did you move in? 

Mr. Meyer. November 1. I actually moved in on the 12th, but I 
made arrangements as of November 1. 
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I might also add that the settlement costs were $389 instead of the 
estimated $275: $110 of that I understand is the Veterans’ Adminis 
tration loan guaranty or insurance, a commission, 1 percent loan. 

Mr. Meapows. What is that / 

Mr. Meyer. There is a commission, a 1 percent loan commission. 

Mr. Meapvows. Payable to whom ¢ 

Mr. Meyer. It was payable at the time of the settlement. It was 
all paid to this Mutual Title Co. I have a list of all of our expenses. 

Mr. Beaun. Mr. Meyer, before we get away from it, you said they 
agreed to change the specifications in your kitchen and make it | 
foot larger and they were going to make the dining-room 1 foot 
smaller. 

Mr. Meyer. Yes. 

Mr. Beaui. Was that done / 

Mr. Meyer. Yes, it was done. It was a change in their specs. 
When we bought the home they said they were going to change the 
construction. It was done. In other words, there is no complaint. 
I just mentioned that because of what we were told. 

Mr. Garrney. That was not on our part as far as any agreement 
was concerned. We were told that was going to be done. It was 
done. 

Mr. Meapvows. Did you accept the house without qualification when 
you moved into it ¢ 

Mr. Meyer. No, sir: I did not. When I made settlement at the 
Veterans’ Administration, or rather at the Title Co., I made a list of 
exceptions of things that were defects in my home in which I would 
not be satisfied with and would not sign over as being completely 
satisfactory unless they were corrected. I think if you would find 
my file, you will find those listed exceptions. 

Mr. Mrapows. The individual file in the Veterans’ Administration 
for Ferdinand Charles Meyer does list a number of exceptions. These 
exceptions were being taken not by Mr. Meyer but by the compliance 
inspector, Mr. Furman, who completed the final compliance inspec 
tion on the house. These are listed under noncompliances and listed 
as follows: 

l. Furnace has 75,000 B. t. u. input and 60,000 B. t. u. output. 
Specs call for 75,000 output. 

2. Joists in exterior masonry walls do not have 14-inch air space. 

 * Cold all return bet ween first floor joists should be fireproofed for 
2 inches from supply plenum. 

|. No termite shield where concrete steps join frame of house. 

5. Subflooring not cut at 45 degrees where spliced. 

6. Scuttle to the attic is 24 inches by 24 inches (over 400 square 
inches) and ceiling joists are 2 by 6. 

7. No closet hooks per specs. Hook board is only l by 2? rough 
fury ne SUrips ; should he 3 inches wide and have dressed lumber. 

S. Louvers in attic space equal to 1 square foot and should be 2 


square feet. 

9 Rears terrace is seeded: grass has not started. 

10. Cellar windows do not have screens. 

11. 8-foot refrigerator added value S50. 

There has later been a pencil note placed here “No charge for this 
item,” and following these notations on the last compliance inspec 
tion form there is a pencil notation “All D items have been waived,” 
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and a line has been drawn through these D items. The file is not 
clear as to the basis as to why these noncompliances were waived and 
on what basis they were waived. 

Mr. Jenkins, what would the Veterans’ Administration regulations 
specify in such an instance where the last compliance inspection de 
tected certain noncompliances? What would be the obligation of the 
Veterans’ Administration in regard to clearing those noncomplances, 


before closing the loan / 


Mr. JENKINS. They have to make a reinspection. A normal pro 
cedure would he a reinspection, The house would have been turned 
down and those items would have been corrected. However, there is 
quite a lengthy discussion to get into on this item here in Washington 
because the last 3 months in that year that you were looking at, the 
Washington regional office was granted an interim period of 90 days 
within which time to get their house in order 

Investigation and inspection of that regional office revealed that 
there were flagrant and frequent violations of the minimum construc 
tion requirements. They were given the authority by letter that if the 
noncompliance is susceptible to correction without substantial alter 
ation of in place construction, it must be corrected prior to the next 
inspection. However, if those noncompliances were minor and did not 
relate to structural failure, or contribute to excessive maintenance 
costs, they could be accepted during this interim period, 

Mr. Meapows. Should these have been accepted, or should they have 
been corrected before / 

Mr. JENKINS. They should have been corrected, all but one. 

Mr. Meapows. Which one? 

Mr..Jenkins. The joist in the exterior masonry not having a half 
inch space. 

Mr. Mi ADOWS. The other s were susceptible to correction and should 
have been corrected in accordance with this interim procedure / 

Mr. Jenkins. That is correct. 

Mr. Meyer. Since we moved into our home we, and I am now repre 
senting all the tenants of the development, have been discovering 
defects in our homes which were the result of faulty construction. 
These complaints were brought to the attention of the builder, but 
only the most minor defee ts were corrected. A list of major complaints 
n the development are as follows: 

Floors: Throughout the development floors are infe1 wor. In many 
cases floors are not sanded and properly finished. In all homes which 
were built over 3 months ago flooring is inferior. In some homes No. 2 
grade oak was used, but in many homes a low grade beech flooring was 
ised. 

I would like again to use my own home as an example. The floors 
In my home are of a low cracde beechwood, knots, holes, cracks, and 
{ hunks, are dug out of the floors. 

Mr. Meavows. May I interrupt you’ The pictures Nos. 6 through 
11 are photographs of the floors in Mr. Meyer’s home. 

Mr. Meyer. I would like to present this piece of the flooring that 
came out of my living room floor. 

Mr. Meapows. Presumably that is the piece pictured in photo 
graph No. 6. 

Mr. Meyer. That is correct. 
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Mr. Teacue. I guess I visited your home, but I did not know it wa: 
your home. 

Mr. Meyer. This is a type of flooring that is used throughout my 
home. Floors are wavy, gouged, split, and not properly nailed. Many 
boards are but 12 to 18 inches in length. This is a condition that 
exists throughout the development. 

Mr. Teacur. Mr. Meyer, in that regard what lengths were they 
supposed to be ? 

Mr. Meyer. In am not aware of the specifications on it. I am only 
a layman in regard to this and I would say it makes a very shoddy 
flooring. 

Mr. Teacur. We were told there were to be no lengths less than 1s 
inches; is that correct ? 

Mr. Jenxtns. That is correct. 

Mr. Meyer. I measured one last night. It was 12 inches. I have 
any number of them. 

Many boards in these floorings are not nailed. I can take a screw 
driver in the cracks, push it from one side and push it to the other. It 
moves from one side to the other. 

I would like to state at this time before the Veterans’ Administra 
tion inspectors approved my home Mr. Gaffney and I approached the 
inspectors on the job and asked them to look at my floors, because | 
was aware of the fact they were faulty at the time before they were 
inspected. We were told by them they could not speak to the Veteran: 
but that they would inspect them when they got to it, which would be 
that day or the next day. 

Upon submitting a complaint on my floors to the builder, Mr 
Spiller, he informed Mrs. Meyer, my wife, that he was aware of ou: 
faulty floors as they had received a letter from the Veterans’ Adminis 
tration saying that our floors were inferior but since we did not have 
to pay more than the contract price the Veterans’ Administratior 
would approve my home. I have no other evidence other than the 
statement of my wife which she received from Mr. Spiller. I have 
no letter to that effect. I had no alternative, even though I knew these 
floors were faulty and the construction was faulty, other than to buy 
this home, as my wife and I were living, and our two children, in 
one-bedroom apartment, and we were expecting a third child. 

Mr. Meapvows. Are you finished with floors? 

Mr. Meyer. Yes, sir. 

Mr. Meapows. I would like to make a comment. We will discuss 
this point later, but to clarify comments that have been made by the 
witness, the original plans and specifications on which the origina! 
certificates of reasonable value were issued called for clear oak floor 
ing, and later on the Veterans’ Administration regional office issued 
a letter granting permission to substitute No. 2 common oak flooring 
or a good grade of beech. We will discuss those points later with the 
Veterans’ Administration witness, but that deviation apparently au 
thorized by the Veterans’ Administration comes into this picture and 
raises the question of judgment as to whether there is any basis for 
such a deviation or on what basis such a deviation was made. 

Mr. Meyer. One of the other items I have here is the screens or 
the basement windows. Those screens have been installed on the base 
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ment windows. Our contract states, and I quote in part from item 5 
of the sales contract: 

The sale is to include an electric refrigerator, 36-inch gas range, automatic 
washer, venetian blinds, and screens on all exterior openings. 

Mr. Meapows. That comment is consistent with the sales contract 
which appears in Mr. Meyer’s file in the Veterans’ Administration. 
We will discuss later the question which has arisen with regard to the 
builder’s obligation to place screens on the basement, the three base- 
ment windows, of this project. 

Mr. Meyer. Washing machine: The Whirlpool automatic wash 
machine which was included in the sales price was not installed in 
many homes, and I do not know of any in which they were properly 
installed. This machine vibrates to the extent that dishes rattle in the 
cabinets. To install this machine and to properly harness this vibra- 
tion, it was necessary to install braces from the floor of the basement 
to the joists under the washing machine. 

Mr. Meapows. I make reference to photograph No. 22 of Mr. Meyer's 
home which shows the braces necessary for the washing machine in 
the kitchen above. The braces were installed by him at his own 
expense. 

Mr. Meyer. Another complaint is the stair treads. The treads are 
made of soft pine wood and in some cases have knots and gouges out 
of the steps themselves. Again I cite my own steps in that case. The 
rail on top as it goes up the stairway is fastened to the flooring. Any 
jolt against the rail will pull up the floor. 

Mr. Mreapows. Photograph No. 20 is a photograph of the pine stair 
treads with knots in Mr. Meyer’s living room. We have gone into this 
question of deviation authorized by the Veterans’ Administration al- 
lowing a substitution of pine treads for oak treads in these stairways. 

Mr. Meyer. If I may, we have divided these up. I would like to 
have Mr. Anderson speak about some more complaints. 

Mr. Anperson. I have the complaints listed. It is a general run of 
complaints. 

Mr. Teacur. Please speak louder. 

Mr. Anperson. I have a general run of the complaints that have 
been listed by the tenants out there. Most of them are listed through 
me. The ones that I have listed are the stair railings running from 
the first to the second floor. They are very loose. It seems as though 
they would be very dangerous where there are children involved. 

We found that the heating is very poor and in my own home, sitting 
in cold weather, the wife and I have had to sit there with our top 
coats on. 

The bridging under the first floor has not been nailed. The shingles 
have broken loose from the sheeting on the roofs. The sheeting has 
not been nailed and butted end for end over the rafters. It protrudes 
sometimes 5 to 6 to 8 inches over the rafters. It is left hanging there 
and in lots of cases the boards have turned up or down and are be- 
ginning to push the shingles loose. 

The glass shelving in the medicine cabinets in the bathroom—I had 
io install mine at my own expense, which was $3. 

The grading is very poor. On the terrace in back of the homes on 
Longfellow Street, which I have noticed mostly, the terrace has begun 
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to wash away. I have an agreement here about the utilities or thy 
appliances that were to be furnished in the kitchen. 

Mr. Meapows. The question of seeding and sodding and genera 
erosion control in the area will be a subject of discussion with thi 
builder and with the Veterans’ Administration since there has bee: 
a deviation authorized by the Veterans’ Administration which cuts 
the maXimum amount of sodding permitted and which apparently 
fails to accommodate the rather rolling condition of the area. 

We will discuss this point with the Veterans’ Administration and 
the builder. 

Mr. ANperson. I have this notice here of the kitchen utilities that 
were to be furnished in my home. In my home I have a Royal Ros 
stove. It listed a Norge table-top gas range. 

I also have listed here the chimneys in the project. They are meta 
construction. They are not well supported and the sheeting, what 
ever it is that is supposed to be in back of the chimney to detract th 
water and keep it from running down into the roof of my home 
it ran into the bathroom, ruined the bathroom ceiling, and I con 
plained about that. The painter came in and he scraped the loos 
plaster away and painted it. 

I have also noticed in the insulation of the flooring underneat! 
the first floor. I understand the paper was supposed to be a 55-pound 
weight. I went into my basement again last night and found the 
paper is very thin. It is not throughout the floor there. It is just 
in spots. I have noticed on all the doors that they are badly warped 
They are cut very rough. 

Mr. Meapows With regard to the insulation, which we will als 
discuss, the original plans and specifications call for insulation unde 
the first floor. The Veterans’ Administration authorized a devia 
tion ares allowed the omission of the insulation under the first 
floor but said that it would be necessary that a 55-pound felt paper 
be laid on the floor presumably as a substitution. 

The question now arises in some instances where there is no pape: 
laid at all, and in certain other instances the paper appears to be a 
15-pound weight paper which has deteriorated in 15 months. W: 
have the over-all question of the wisdom of the deviation in the first 
instance and the Veterans’ Administration has found it necessary 
to go back and require the builder to return to his original specifica 
tions and place insulation under the first floor of the crawl-spac 
homes, 

We will discuss this deviation with the Veterans’ Administratio1 
also. 

Mr. Anperson. We have also noted the brickwork on the outsicd 
of the homes. The mortar between the bricks is not complete. Ther 
seems to be an awful lot of excess space which should be covered 
In most cases where the people have installed their washing machines 
in their own homes the vibration has caused the floors to shake 
loosen the linoleum. 

I would now like to turn this over to Mr. Gaffney. 

Mr. Garrney. I would like to discuss a complaint of Captain King 
United States Marine Corps, who purchased a home at 6101 Madison 
Street, Templeton Knolls subdivision. 

Mr. Cuvuporr. How much did he pay for that house? 
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Mr. Garrney. I don’t know the exact figure, but it is my understand- 
ng that he paid the full price, which I believe would be $13,990. 
However, I would have to verify that. 

Captain King moved in last fall and immediately noticed that there 
were a couple of inches of water lying in his basement. Captain King 
s stationed at Quantico and decided to live down there rather than 
live in his own home. Therefore, he moved out and attempted to get 
a real estate agent to rent his home as of January 1. Because of the 
water in his basement, he was unable to rent his home from January | 
until May 25. 1952. 

Numerous personal complaints by him in addition to a letter that 
has been written by Captain King to the builder, Mr. Spiller, who 
has failed to take any action on this wet basement, have not helped. 
Mr. Cohen at 6103 Madison Street, Captain King’s next door neighbor, 
s now getting water in his basement which is seeping in from Cap- 
tain King’s basement. 

The basement of Mr. Gaffney, myself, at 6100 Longfellow Street, is 
continuously damp on the front and side walls. The side walls are 
inder the window wells. They are wet from at least a week to a week 
and a half after every rain. This condition exists in many of the 
basement homes throughout the development. That is despite the 
fact that the basement is supposed to be guaranteed for 1 year. 

Mr. Gaffney, myself, as well as numerous others have complained 
to Mr. Spiller, the builder, concerning this situation, but as yet no 
action has been taken to correct the situation by the builder. 

I would like to now discuss another complaint by Mr. Spangler who 
lives at 5904 Longfellow Street. Mr. Spangler in a letter to Mr. 
Spiller and also in connection with this Mr. Spangler has a note on 
his letter which says that he listed the above-mentioned items when 
settlement was made on January 11, 1951, at the office of the Mutual 
Title Co. 

Now, when Mr. Spangler first occupied his home—he has a craw] 
space home with no basement—water accumulated in the area under 
the first floor. This water was disposed of by pumping and knocking 
| hole in the sewer lateral. The sewer pipes should be replaced or 
apped to prevent seepage of sewer gas or intrusion of water bugs or 
vermin. 

In addition, the paper type covering placed on the ground under 
neath his home is watel soaked and should be removed or replaced 
ind walls examined for water leakage. 

Mr. Meapows. Do you know whether you or the captain of the 
marines received any sort of a guaranty from the builder with regard 
toa dry basement? Do you have a basement in your home? 

Mr. Garrnery. Yes, sir. 

Mr. Mreapows. Have you received a warranty of any nature from 
the builders? 

Mr. Garrney. No, sir, not that I know of. It was just my under 
standing that the Veterans’ Administration guaranteed a dry base- 
ment under the GI bill. ; 

Mr. Mravows. Do you have a basement, Mr. Meyer ? 

Mr. Meyer. I don’t think I have any such warranty. It might be 
on some other paper. It is not in the form I remember seeing. 
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Mr. Anperson. I have a nonbasement house but I have the guaranty 
that I understand was supposed to go with people that purchased 
homes with basements. 

Mr. Garrney. May I read this? 

Mr. Meapows. Yes. 

Mr. GarrNey (reading) : 

Re lot 45, block E, Templeton Knolls, Prince Georges County, Md. 

Dear MR. AND Mis. ANDERSON: This is to advise that we hereby guarante: 
the plumbing and heating systems; also that the basement will be dry if appli 
cable for a period of 1 year from date of settlement of the captioned property. 

Very truly yours, 
SPILLER CONSTRUCTION Co. 

It is signed by Mr. Spiller, president. 

Mr. Meapows. Do you have such a warranty? 

Mr. Meyer. I don’t remember seeing that. 

Mr. Meapows. Do you know whether the marine captain has tried 
to invoke such a warranty with regard to his basement ¢ 

Mr. Meyer. He hasn’t been available to contact too much. I really 
don’t know. 

Mr. Garrney. I don’t know. I don’t know too much about his case 
because, as Mr. Meyer said, we barely got acquainted with him when 
he moved to Quantico. He has only been up periodically since. I am 
quite certain we can contact him and find out that information and 
provide it. 

Mr. Meyer. I might add to Captain King’s complaint it has been 
very inconvenient for him. Many of us live in homes but he is in the 
service stationed at Quantico. He has come up at various times and 
raised his complaints to Spiller. Nothing is done about it. He 1s 
not here to follow through on it. It has been very hard for him being 
in the service. 

Mr. Teacur. Could you give us an estimate of how long it has been 
since he first complained about the wet basement ? 

Mr. Garrney. If I recall correctly, they moved in around Octobe 
of 1951 and it has been since that time, I believe. 

Mr. Teacur. Do you have drains in those basements ¢ 

Mr. Garrney. Yes, sir. 

Mr. Treacur. The reason I mentioned it, I remember in the marine 
captain’s home there was a drain but the drain was in the high part 
of the basement. 

Mr. Garrney. That is right. 

Mr. Teacur. The water would not drain out. 

Mr. Garrney. The basement is graded wrong. 

Mr. Meapows. Let the record reflect the certificate of reasonable 
value issued on Mr. Meyer’s home and presumably on all the other 
homes in the project since it is a mimeographed document by the 
Veterans’ Administration, VA Form 4—-1843, and contains the follow 


ing statement: 


The builder must furnish the individual veteran purchaser a guaranty of the 
plumbing and heating system and if a basement home, a guaranty of a dry base 
ment. Both guaranties to run for a period of 1 year from the date of settlement 

In other words, the value fixed by the Veterans’ Administration 
upon which the loan guaranty was predicated was conditioned upon 
the fact that the builder would guarantee to the veteran home owner! 


a dry basement for a period of 1 year. 
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Mr. Garrney. Now I would like to present to this committee the 
facts concerning the purchase of a home on lot 3, block C, Templeton 
Knolls subdivision, by Louis H. and Elizabeth Z. Spangler. Its sub- 
sequent disapproval by the Veterans’ Administration is because of the 
fact it did not meet the Veterans’ Administration minimum require- 
ments and the purchase of a similar type home on lot 17, block H, 
Templeton Knolls subdivision, for $1,010 more than the original sale 
price by the Spanglers. Louis H. and Elizabeth Z. Spangler placed a 
$25 deposit on lot 3, block C, Templeton Knolls subdivision, on Sep- 
tember 9, 1950. The sales price of the home was $10,490, plus settle- 
ment charges of $275 estimated, with down payment of $600 required. 

On September 16, 1950, the Spanglers paid Colonial Investment Co. 
the additional $575 required to meet the down payment. The first 
contract issued to them, as in most cases, as Mr. Meyer stated before, 
was recalled and a new contract was issued. This contract was dated 
January 25,1951. This contract. called for the same lot and materials 
as the original contract. In anticipation of getting in their new home, 
the Spanglers went down to the District Tile & Linoleum Co., which 
was the company we were to deal with, and picked out their linoleum. 
The linoleum they selected was different than what was allowed to us 
by the builder and, therefore, it was more expensive. 

The Spanglers paid the District ae & Linoleum Co. $12.50 addi- 
tional for the linoleum purchased on January 23, 1951. The linoleum 
paid for by the Spanglers was eventually laid in the home on lot 3. 
block C of Templeton Knolls. This home on the above lot was later 
disapproved by the Veterans’ Administration. When Mr. Spangler 
complained to the builder about the above linoleum, he was told to 
wait until people were moved in and to try and settle with them for 
his $12.50. 

On October 9, 1951, 13 months after the original purchase, Mr. 
aay, 09 received a letter from Colonial Investment Co. informing 
him that the Veterans’ Administration had refused to issue a clear 
compliance inspection report on lots 1 to 6, inclusive, block C, oad 
since it was physically impossible for the builder to comply with the 
Veterans’ Administration requirement as to grade and installation of 
front entrance steps, that Colonial Investment Co. had no alternative 
but to return the money. 

On October 11, 1951, Mr. Spangler wrote a letter to the Colonial 
Investment Co, saying that the check enclosed as down payment was 
not correct and that he considered his contract still in effect. 

Here I have a letter in connection with this. Mr. Spangler em- 
ployed a lawyer. The lawyer wrote a letter to the Veterans’ Adminis- 
tration and also evidently contacted the Honorable Lansdale G. Sas- 
scer, House of Representatives. This letter is dated November 7, 
1951, and it is from the Veterans’ Administration regional office. It 
says: 

Dear Mr. Sasscer: This will acknowledge receipt of your letter dated October 
26, 1951, concerning a letter received from Harry Fox, Jr., on clients he is rep- 
resenting who are interested in purchasing homes in Templeton Knolls subdi- 
vision, Prince Georges County, Md. 

For your information I am attaching a copy of letter written to Mr. Fox 
dated November 2, 1951, by the Chief, Appraisal Section, this office. While 
the construction of the homes is going on, proper correction can be made by 
the builder to meet Veterans’ Administration minimum construction require- 


ments, the grading of both front and rear area of the lots being such that ap- 











220 VETERANS’ LOAN GUARANTY PROGRAM 


proval cannot be given by this office and the loans guaranteed. The construc 
tion analyst notified the builder some considerable time ago that unless proper 
grading profiles could be furnished and accepted by this office, the Veterans 
Administration would have no choice but to reject the properties. 

The builder was unable to complete the gradings in accordance with the 
profiles submitted and without installing expensive retaining walls or other 
treatment, it does not appear that he can complete Veterans’ Administration re 
quirements. It is unfortunate that the action taken is deemed necessary, 
particularly after these veterans have waited a considerable time for the com 
pletion of the homes they have contracted to purchase. It is believed, however, 
that under existing conditions they will later regret their purchase and un 
doubtedly criticize this office more so at a later date. 

He ends up by stating: 

Your interest in this matter is appreciated and you may be assured that 
everything is being done for the best interests of the veteran purchasers insofar 
as regulations will permit. Very truly yours. 

It is signed by Morgan B. Callahan, loan guaranty officer. 

Mr. Meyer. Here is a case where a veteran had contracted for a 
home. It was disapproved. He had it for 14 months. He had been 
waiting for the home 14 months. He had bought it at the lower price. 
When it was disapproved by the Veterans’ Administration, the con- 
tractor in order to get another home—they had many homes in the 
development—they would not give him a like home for the same 
price. He had to pay an additional $1,010. 

Mr. Garrney. That is right. In reference to that, the home that 
Mr. Spangler finally was sold by the Colonial Investment Co. was 
on lot 17, block B, for which he had to pay $11,500 which is $1,010 
more than the original price contracted for, even though the home 
in block B that he now lives in was built before the home he contracted 
for in block C. 

Mr. Beau. In other words, the home he finally vot to live in was 
built prior to the other home. 

Mr. Cuvuporr. Even though there was an escalator clause, that 
cost could have gone up because it was built prior to the purchase of 
the home. 

Mr. Garrney. That would be my opinion. 

Mr. Teacur. From the over-all point of view what do you think 
of the home-loan program under the old GI bill? Do you think yours 
is a unique situation / 

Mr. Meyer. I think this is a general situation throughout this 
Washington area. I don't know in other areas besides the Washington 
area. I think the same thing is true. I do not feel the Veterans’ Ad 
ministration was cooperative enough with the veterans in trying to 
get a good home and one without this faulty construction. I think 
they more or less shunned the veterans. I may be misinformed, but 
I thought the Veterans’ Administration was out for the veteran and 
they should listen. 

1 went down to the Veterans’ Administration office and Mr. Reeside 
told me they wanted an additional cost. I tried to get some informa 
tion from their office. They said, “We've got a whole pack of files. 
We are certainly not going through those.” They said he probably 
is going up. That was the attitude I got. I was very disgusted with 
it. That is my own personal observation. 

Mr. Treacur. The regulation says the first consideration is to the 
interests of the Government, second to the veteran, and third to the 
builder. Where do you think the first consideration has been? 
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Mr. Meyer. In my owrropinion it may have been to the Government. 
I wouldn’t take that away, but I think the builder came in before the 
veteran. I think it would be the Government, thé builder, and then 
the veterans. That is my personal observation. 

Mr. Teacue. Do you have any thinking as to what would correct 
this situation in the new bill ? 

Mr. Meyer. Yes, I do. I feel that in this bill it should be stressed 
that the veteran be the second priority and if they have complaints of 
this type in a development, not individual complaints but if they are 
willing as a group to come in and state these complaints, they will give 
those complaints consideration which your committee did. 

I also feel that if the builder does not take action on these homes in 
correcting them, in the bill there should be some item stating that “We 
will not approve any homes that you are building until you straighten 
out the ones which the veterans are in.” 

Mr. Cuuporr. I understand most of these homes are bought from a 
plot plan because a sample house is available. Do you think if the 
regulation of the Veterans’ Administration provided, or there was 
something in the law to that they couldn’t sell your house until it was 

completed, in other words, you did not have to sign an agreement of 
sale until it was completed so you could check the specifications against 
the agreement of sale, that would help the situation ¢ 

Mr. Meyer. It definitely would help the situation as far as a pur- 
chaser is concerned. However, I do feel it would delay. I am not 
familiar with the system they use, but I think once a veteran signs, 
they are able to get some money from the Government. I don’t know 
what the proc edure is on thi at, but I think there is some arrangement. 

Mr. Cuuporr. I am not concerned about how the builder gets his 
finances. I am concerned about whether the veteran is going to get 
the deal he contracted for. I do not think it would cause any delay. 
I think in fact if they had to finish the houses to sell, they would build 
them quicker and you would not wait 14 months to get possession. 

Mr. Meyer. I concur in that. 

Mr. Meapows. What is your address? 

Mr. Meyer. 6102 Longfellow Street. 

Mr. Meapvows. I would like the record to reflect there is an escrow 
agreement for proposed exterior improvements made on the 30th of 
October 1951, listing a number of veteran purchasers, including Fer 
dinand C. Meyer. It lists certain street improvements and other im 
provements and concludes by saying that the builder agrees to com 
plete the improvement enumerated in this exhibit before the Ist of 
December 1951, or such subsequent date as may hereinafter be ap 
proved by the Veterans’ Administration. 

If so, it appears there is some sort of an escrow agreement over 
which the Veterans’ Administration had some control regarding the 
finishing of the street. 

Mr. Garrney. That agreement we signed and the title company 
said that the street would be finished as of December 1 

Mr. Beati. Mr. Meyer, these pictures show some wiring. Will you 
look at these and tell us if this is similar wiring in your house ¢ 

Mr. Meapvows. That is Mr. Meyer’s house. 

Mr. Brau. Is this wiring a live electric wire? 

Mr. Meyer. I wasn’t here at the time these pictures were taken. 
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I am not familiar with the construction. I think that is part of th 
heating. I did not put any wiring in my home since I have been in it. 

Mr. Brau. Is this wiring in there now! Do you recognize that 
wiring in your basement ¢ 

Mr. Meapows. This is not his basement here. We are comparing 
photograph No. 10, 

Mr. Meyer. It has insulation. 

Mr. Cnuporr. That might be in accordance with the underwriters 
of the District of Columbia. I know where I have to live you have 
to have BX. 

Mr. Beauty. You are in Washington / 

Mr. Cuvporr. Over in Pennsylvania, I mean. The District of 
Columbia may have a lesser requirement than we do. 

Mr. Breauz. This is Maryland. 

Mr. Treacur. Thank you, gentlemen. 

Our next witnesses will be Mr. Morgan B. Callahan and Mr. Lacy 
Smith, of the Veterans’ Administration. Gentlemen, hold up your 
right hands and be sworn. Do you swear that the testimony you 
will give will be the truth, the whole truth, and nothing but the truth, 
so help you God ¢ 

Mr. Canwanan. I do. 

Mr. Sairu. I do. 


TESTIMONY OF MORGAN B. CALLAHAN, LOAN GUARANTY OFFICER, 
AND LACY SMITH, CHIEF, APPRAISAL SECTION, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE, WASHINGTON, D. C. 


Mr. Treacur. Will you state your name, your address and your 
occupation, and how long you have been in your present position ? 

Mr. Catnanan. Morgan B. Callahan. My home is 3124 New Mexico 
Avenue, NW, zone 16. I am loan-guaranty officer of the Washington 
regional office of the Veterans’ Administration. Their office is 1825 
H Street NW. 

Mr. Tracue. How long have you occupied that position 

Mr. CaLLanan. Since the beginning of the Servicemen’s Readjust 
ment Act. 

Mr. Treacur. 1944. 

Mr. Catianan. Yes, sir. 

Mr. Teague. Mr. Smith? 

Mr. Smitu. Lacy H. Smith. I live at 5809 Ipswich Road, Bethesda 
14, Md. I am the Chief of the Appraisal Section, Loan Guaranty 
Division, of the Washington regional Veterans’ Administration Office. 

Mr. Treacur. How long have you had that title? 

Mr. Smirx. Since May 2 of this year. 

Mr. Teacvr. What was your occupation before that, or your title? 

Mr. Smiru. Before that I was construction analyst in the same office. 

Mr. Teacve. Before that what was your occupation ? 

Mr. Situ. I came with the Veterans’ Administration in April of 
last year. Before that I was with the Federal Housing Administra 
tion from January 1947 until I came with the Veterans’ Admini- 
stration. : 

Mr. Beauv. Before that what were you doing? 
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Mr. Smitn. Before that I was in the Army for 4 years. Before 
that I was in the real-estate and building business myself. I was a 
building contractor. 

Mr. Beauty. Here in Washington / 

Mr. Smirn. I operated in Montgomery County. I had offices in the 
bank building in Bethesda for 10 years and for 2 years I had offices in 
Silver Spring. - 2 

Mr. Teacue. Would you tell us what the procedure is in appraising 
a new home? Say I am going out to buy a new home. What proce- 
dure would the Veterans’ Administration go through in appraising 
that home ¢ 

Mr. CaLnanan. Of existing construction ‘ 

Mr. Teaeur. New construction. 

Mr. CALLAnan. Completed ¢ 

Mr. Tracur. Take Templeton Knolls when it was in the process of 
construction. 

Mr. Cauianan. That is a subdivisional area and the developers 
would approach our office with a request for a committee appraisal and 
furnish us plans and specifications and subdivisional lay-out and num- 
ber of houses they were going to build in this particular area. 

We would then assign a committee to appraise some plans and 
specifications and plot-plan this development. The number of fee 
appraisers assigned to the particular development would depend upon 
the number of houses. Generally a committee is comprised of three, 

dif it was a very large development, five. These gentlemen worked 
on a fee basis and were picked from local builders, real-estate men 
and mortgage-loan men with the ability to appraise, here in Washing- 
ion. They would furnish us on the form prescribed their valuation 
for that particular property if and when it was completed according 
to plans and specifications. 

Our procedure would then be to advise the builder of this fact. 

Mr. ‘Tracur. In this case the builder was the Spiller Construction 
Corp. They would have come to the Veterans’ Administration and 
said, *We are building 300 houses out at Templeton Knolls.” 

Mr. Catianan. As I recall, they approached us in late 1949 with 
the information that they were going to erect in Templeton Knolls 
Jd00 propert ies. 

Mr. Teague. Can you tell us what connection the Veterans’ Admin- 
istration had with the Spiller Construction Corp. before this Temple- 
ton Knolls project? Had they had any other projects where they built 
a large number of houses for the Veterans’ Administration ¢ 

Mr. Catianan. I don’t recall whether Mr. Spiller had any other 
committee appraisal before Templeton Knolls or not. 

Mr. Teacur. How about Mr. Weiss? 

Mr. CaLuanan. He was later in the picture. 

Mr. Treacur. Later? 

Mr. CaLLaHANn. Yes, sir. 

Mr. Tracur. He had none prior to Templeton Knolls / 

Mr. Catuanan. I do not recall. 

Mr. Treacue. You had no knowledge whether you consider them 
good builders or medium builders or what kind they were; is that 
correct ¢ 

Mr. Cattanan. My knowledge was they were out-of-town builders; 
that is, speaking of the Spiller Construction Co. 
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Mr. Teacue. What do your records show as the original appraisal] 
value of the basic house in the Templeton Knolls project ? 

Mr. Cattanan. Do you want that from memory or can Mr. Smith 
tell you the exact figure? 

Mr. Teacur. No, sir; whatever records you have. You may refer 
to any records, either one of you, and either one of you can answer what- 
ever questions are asked. 

Mr. Cattanan. Mr. Smith has with him the committee docket and 
will give you that now. 

Mr. Tracur. What was the appraisal of the basic house? What 
increases were allowed and what justifications are there in your records 
for these increases? We want that on the house and on the basement. 

Mr. Callahan, while he is looking for that, will you tell us who your 
appraisers are? I mean by that how do you hire them? What their 
status as far as the Veterans’ Administration is concerned, and how 
much do you pay them for an appraisal ? 

Mr. CaLttanan. When we originally picked the appraisal panel, we 
picked men doing business in Washington. 

Mr. Treacur. What kind of business ? 

Mr. Catianan. Real estate and building, and looked for particu- 
larly members of the two appraisal societies. 

Mr. Tracue. Is he paid for a particular appraisal, or is he on the 
payroll of the Veterans’ Administration, or what is his status? 

Mr. Cattanan. Ona fee basis. 

Mr. Teacur. What generally is that fee? 

Mr. CaLtLtaHan. What we are talking of now is of the committee 
appraisal fees. The committee gets $15 for each type of house. 

Mr. Teacue. Say there is a group of 300 houses. 

Mr. CaLttanan. I mean each type. If there were 300 alike, it would 
only be $15 for the one set of plans that appraisal committee had to 
check, and $4 for each site divided among the number of the com 
mittee. 

Mr. Teacur. You have got Templeton Knolls with 300 houses. You 
have this appraisal panel that goes out and makes an appraisal. Then 
suppose the builder comes back and asks for an increase in the amount 
of money. Then what happens as far as the appraiser is concerned ‘ 

Mr. Catianan. He makes a written request of our office for an 
increase and tells us why he wants that increase. 

Mr. Teacur. Then do you reappraise it, or who decides whether 
there is an increase or not ? 

Mr. Cauttauan. They decide it right in our office. 

Mr. Teacur. Are you ready, Mr. Smith? 

Mr. Smiru. Yes, sir. The appraisal on the basic house was give! 
August 28, 1950, in the amount of $10,500, with an extra allowance of 
$250 for corner lots. That is the first part of the question. 

Mr. Cuvuporr. Does that include the land and the building? 

Mr. Sairu. Yes. 

Mr. Cuuporr. What do they value the lots at ? 

Mr. Smrru. The value of the lot was $1,150. 

Mr. Cuuporr. So the actual amount allowed for construction was 
S9 4.00 ? 

Mr. Situ. Yes. 

Mr. Meapows. To correct the record, I believe you may have ove 
looked a letter previously. Our view indicates in a letter dated May 
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22, 1950, that Mr.’ Barker, chief appraiser of the Veterans’ Adminis- 
tration, informed the Spiller Construction Co. that the appraisal com- 
mittee consisting of Mr. Carr, Mr. Barkley, and Mr. Thomas, had set 
a reasonable value of $10,000 for the Templeton Knolls houses. 

Then on August 15, 1950, there is a letter from Mr. Nathaniel J. 
Taube, president of Colonial Mortgage Co., to the Veterans’ Adminis- 
tration, requesting an increase in reasonable value from $10,000 to 
$10,500, due to the increase in materials cost of 35 percent. 

Our check indicates that the original value was set at $10,000 fo 
the basic house about the middle of 1950. 

Mr. Smirn. I have a previous file here. Perhaps it is in that file. 

Mr. Teacur. Mr. Callahan, according to our records, Mr. Carr, 
Mr. Barkley, and Mr. Thomas were the appraisers. They have a 
group of 300 houses there. Can you tell us generally what procedure 
they go through to arrive at that $10,000 figure? How much work 
dothey do? Do they sit in their office rather than going out and look 
ing at it? How much work is actually put on determining the price 
of that house / 

Mr. CaLtanan. They should go out and go over the property and 
evaluate the ground by the plat and other information as to compara 
tive values of the raw ground, plus the known improvements to the 
ground. They should take two or three trips out there. 

Mr. Cuuporr. All for $19? 

Mr. Smiru. $15. 

Mr. Catnanan. Plus $4 a site, so it would be $4 times 300. 

Mr. Cuuporr. They get $1,200 for looking the ground over and they 
only get $15 for looking the house over? 

Mr. CatLanan. If it is only one type of house. 

Mr. Cuvuporr. I would like that myself. 

Mr. Tracur. Filed with you at this time would be the plans and 
specifications for these houses / 

Mr. Catnanan. Yes, sir. 

Mr. Treacue. Do you have in the Veterans’ Administration a stand- 
ard form of plans and specifications, or could each of us file different 
kinds of forms and specifications ? 

Mr. Catztanan. They had different types. There is no standard 
form. 

Mr. Tracvur. In other words, there may be some print in there that 
the veteran does not see or there may not, accordil @ to whatever con 
tract is filed? 

Mr. Catnanan. That is correct. 

Mr. Cuuporr. Why do you pay $4 a building lot and if you have a 
300-lot subdivision, $1,200, and only $15 for going through a house? 
Is it not much more difficult to go through a house and see whether 
the specifications are right? 

Mr. CaLLanan. What we are speaking of now they were evaluating 
a house from plans and specifications, if it were built according to 
those plans and specifications. 

Mr. Cuvuporr. I understand that. Then you would give them an 
other $4 for each lot in the subdivision ? 

Mr. CALLAHAN. Yes, sir. 

Mr. Cuuporr. Why should they get $1,200 for looking at some 
ground and only $15 for going through plans and specifications ? 
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Mr. Tracur. Will the gentleman yield? This is:standard through 
out the United States. It is nothing you people have. 

Mr. CaLtanan. It is a matter of policy. 

Mr. Teacur. It is $4 for each additional house. 

Mr. Cuvuporr. They would only get $15. If the houses were going 
to be the same, they would only get $15 to study the plans of a particu 
lar house? 

Mr. Tracue. From your records can you tell us what the appraisers 
were paid for appraising Templeton Knolls, 300 houses ? 

Mr. Smiru. We have not the record showing the amounts in any 
lump sum because the houses were not appraised as 300 houses. They 
were appraised in smaller groups. That would take some time to go 
through the file. 

Mr, Teacur. Could you make an estimate ? 

Mr. Smrru. I think they had one type of house which would be $15 
per appraiser for the house. We had three appraisers. That would 
be $45. Then $4 per lot for 300 lots. 

Mr. Meapows. Is that per individual, or what ? 

Mr. Smrru. That is for the whole panel. They divide this $4 
between the members of the panel. 

Mr. Mrapows. Each gets $15 and they divide the $4? 

Mr. Smirnu. Each gets $15 for each type of house. Then the $4 per 
lot is divided between the appraisers. 

Mr. ‘Teacur. Who is Mr. Carr? 

Mr. CaLLanaNn. He is a real-estate operator and builder here for 
many years. 

Mr. Traaur. Does he sell real estate? 

Mr. CaLLanan. Yes, sir. 

Mr. Teacur. And builds houses ? 

Mr. CALLanan. Yes, sir. 

Mr. Teacvr. Mr. Barkley? 

Mr. Cauttauan. Barkley Bros., realtors and builders. 

Mr. Teacue. And Thomas? 

Mr. CaLtanan. He is a realtor and a builder. 

Mr. Teacur. Mr. Callahan, without in any way questioning thes: 
gentlemen, it seems to me you have builders and men selling real estate 
doing your appraising and their allegiance or their responsibility is 
to whom? 

Mr. CaLLanan. Essentially to the veteran. 

Mr. Teacur. It should be to the veteran. 

Mr. CALLAHAN. Yes, sir. 

Mr. Treacur. Yousay, Mr. Smith, you do not have this first appraisal! 
of $10,000 ? 

Mr Smrru. I think perhaps it is in here. 

Mr. Tracur. We have a letter from Stephen R. Barker, Chief 
Appraiser for the Veterans’ Administration, to the Spiller Constru: 
tion Corp., that the appraisal committee had set a reasonable value 
of $10,000. That was on May 22, 1950. I think that is relatively 
unimportant. 

You go ahead with the next one. We do have one prior to the first 
one you mentioned. : 

Mr. Smiru. Perhaps I have it here. 

Mr. Treacur. Let us not worry about that. Take the next one where 
it is increased from $10,000 to $10,500, and tell us what justification 
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as far as the Veterans’ Administration records are concerned justi- 
fies that $500 increase. 

Mr. Meapows. That is 3 months later, August 15, 1950, that they 
come in with a request for a $500 increase. Then in a memorandum 
from Mr. Johnson, construction analyst and chief appraiser, he rec- 
ommends this increase be granted from $10,000 to $10,500, and the 
original is in long hand, “August 22, 1950, release of $10,500 with 
$250 for corners—S. R. B.” Presumably you had this panel of 
appraisers who supposedly are these qualified appraisers that you 
use on your panel to set values. They went out 3 months previously 
and set the value at $10,000. 

The builder comes back and asks for an increase to $10,500. There 
appears to be some sort of staff action in your office, Mr. Callahan, 
and an Increase is granted to $10.500. 

The president of the Colonial Mortgage Co. talked about an in 
crease in material costs. I wonder what justification there is for this 
staff member substituting his judgment for the judgment of this 
committee of appraisers who were out there just a few months ago 
and supposedly as competent personne] to set values? 

Mr. Smirn. I have the committee appraisal. Their report was in 
the amount of $10,700, not $10,000. 

Mr. Teacur. That is the one of May 22, 1950? 

Mr. Smirn. May 23, 1950. It was received in our office on May 
29. Their date was May 23. It was recommended that it be released 
at $10,000 because apparently according to—I have no letter in the 
file, but apparently the builder’s pricing policy was $10,000. That 
was the reason for releasing it originally at $10,000 rather than 
$10,700. 

Mr. Teacur. But the committee recommended $10,700 ? 

Mr. Surru. Yes, sir. I have not found Mr. Johnson’s memoral 
dum yet, but when the builder came back for a $500 increase—yes: 
L have the memorandum here now. 

Mr. Teacur. If this committee recommends $10,700, who would 
have had the authority to set it at $10,000? 

Mr. Smirn. The Chief of the Appraisal Section. 

Mr. Tracur. Mr. Barker had that authority ? 

Mr. Smiru. Yes, sir. 

Mr. Mreapows. Three months later it is requested to raise it $500. 

Mr. Treacur. We have the photostat of a letter dated May 22, 1950, 
from the regional office on Templeton Knolls, Prince Georges County, 
Md., to the Spiller Construction Co., from Mr. Stephen R. Barker, 
chief appraiser. He says: 

The appraisal committee consisting of Messrs. Carr, Barkley, and Thomas, 
has completed its evaluation and based upon their recommendations a review 
by technical personnel of this office and reported sales price an evaluation of 
$10,000 has been established. This evaluation is predicated upon the properties 
being fully completed in a satisfactory manner and particularly including the 
following items. 

Mr. Sairu. I have that letter. 

Mr. Meapows. Then the authority was issued by the Veterans’ 
Administration apparently based on this memorandum by Mr. John- 
son and in concurrence with Mr. Barker appraising the price to 
SLOSOO, 

Then on January 30, 1951, which would be about 7 months from 
the original appraisal, the Veterans’ Administration received a letter 
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from the builder, signed by B. Malmstedt, requesting an increase o 
$850 per unit— 


due to several factors such as a 25-percent increase in our plumbing and heatin;: 
costs, an increase in the cost of steel products, appliances, masonry work, an: 
various upsets in our price picture. 

Then on March 12, 1951 Mr. Johnson wrote a memorandum to th 
chief appraiser and recommended the increase of $850 from $10,500 t: 
$11,350. He made reference to another project which presumably 
some kind of cost study has been made on, ealled Bradbury Heights. 
as being identical. 

Mr. SMITH. They had the same plans and specifications. A cost 
breakdown was used there. They used that cost breakdown rathe: 
than making a new one. 

Mr. Meapows. Who makes that ? 

Mr. Siru. One of the staff construction analysts. 

Mr. Meapows. At this point we have departed from the findings of 
the appraisal committee and you are now setting valuations based o1 
staff determinations in the office ; is that correct ? 

Mr. Smirn. No. Your appraisals are always made by the Chief of 
the Appraisal Section. He takes into consideration the recommenda 
tions of the committee, plus recommendations from his construction 
analysts, who provide him with replacement cost data. With these 
two reports he makes a study of the case involved. 

Mr. Tracur. When the requests come back in for raising the cost, 
then what happens? 

Mr. Smiru. The chief appraiser under those circumstances can 
determine whether the increase is justified himself and make the 
determination right there and in a small amount he would dothat. In 
a large amount the Chief of the Appraisal Section could do one of 
two things. He could refer to his construction analyst for a replace 
ment cost study and base his decision on that, or he could also send it 
back to the appraisal committee for their recommendation and put the 
two together. In any case, it is the Chief of the Appraisal Section’s 
responsibility to establish the value. 

Mr. Beati. Mr. Smith, the veteran buys the house for $10,500, and 
makes a $25 deposit. Then later he makes another deposit. Is that 
the way it isdone?’ He makes another deposit of $600 ? 

Mr. Surru. I understand it is often done that way. 

Mr. Beatz. Then the builder comes along and says he wants $11,300 
Does the Veterans’ Administration approve that and permit th 
builder to go back to the veteran and say, “Here, you must pay $800 
more,” after he has a bona fide contract for $10,500? 

Mr.Smrrn. Not inthe case of a firm contract. Any increase granted 
by the Veterans’ Administration certainly has no effect of any kind 
whatsoever on a bona fide contract that the veteran has with the 
builder. 

Mr. Breaux. The contract is made after the deposit is made? 

Mr. Smirn. He does not have a contract. I think perhaps you 
are referring to a deposit for the privilege of buying a house, but 

once they have entered into a firm contract, then any increase 
granted - ; 

Mr. Beat. He must deliver the house for that price? 

Mr. Somrru. That is correct. 
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Mr. Tracur. Mr. Smith, we had one veteran tell us it was up to the 
contractor when he delivered the house. He never did deliver the 
house. So far as I know he has not delivered it yet. That was a year 
ago. , . 

Mr. Cuuporr. Is it not true these contracts have escalator clauses? 

Mr. Smirn. Not all of them but perhaps most of them. 

Mr. Cuuporr. If it is necessary to increase the price, the veteran 
has his choice of paying the additional price or getting back his 
down money ? 

Mr. Smirn. That is correct. 

Mr. Cruporr. Most of these contracts have a clause saying that 
the house will be finished when the builder feels like finishing it. 

Mr. Teague. That is right. When the veteran did not go along 
with the increase, the complaints we have have been that they did 
finish them. 

Mr. Smitu. Most of them, so far as I know, have no completion 
dates. 

Mr. Tracur. The veteran came to see us. Say that they paid 
down $1,000. Then the Veterans’ Administration would grant this 
increase. Then the veteran would say, “No, we are not going to pay 
that.” The builder never got to that completion date. He has the 
veteran’s thousand dollars and the veteran does not have a house. 

Mr. Meapows. You heard Mr. Meyer discuss the representation that 
was made to him by the builder to secure additional money. We will 
talk about other cases where the Veterans’ Administration subse- 
quently granted a price increase where a group of veterans had a 
firm contract. They did not specify clearly which unit this price 
increase would apply to. Therefore, the builder comes later and 
uses that as a lever to force that group of home owners to either submit 
to the price increase or he just refuses to deliver the house. 

In these cases I think if you will review your file you will find that 
the file is very unclear and in most instances does not make any 
attempt to identify the houses from the types on which the increases 
are granted and the houses which will not be affected by the increase. 

Just following that you will see there is another increase requested, 
$105, and that increase was also granted. The file does not identify 
which houses the increase applies to. 

So we have the general picture of the thing starting out in May 22, 
1950, at $10,000. Then at August 28, 1950, going to $10,500; then on 
March 12, 1951, going to $11,350, and then finally on August 2, 1951, 
going to $12,500 on the basic house, an increase of 25 percent. 

Mr. Beatn, What deposit did the veteran have up to that time? 

Mr. Meapows. That fluctuated with the policy of the builder until 
we had the credit regulations. Generally the boy would come in and 
make a $25 deposit. Just as soon as they would determine that he 
was eligible. they would take $500 or $1.000 from the veteran. 

The thing we are concerned with here in a period of 18 months ap- 
parently receiving concurrence from the staff of the Veterans’ Ad- 
ministration, we have a 25-percent increase in the basic cost of this 
house. At the same time there is a question as to the price of the base- 
ments. You send an appraisal committee out. That committee estab- 
lished the original price on the basement as $750. 

We then went through this same pattern of asking for more money 
until less than a year, 11 months, we have increased the evaluation on 
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the basement from $750 to $1,500, or a 100-percent price increase on 
the basement. Actually it is $1,500° 

The thing we are concerned with now is how does the Veterans’ 
Administration justify the series of rapid price increases which are 
entirely inconsistent with the building indexes at that time and at the 
same time how can you defend not clearly defining these price in 
creases in such a way as to protect the home owner? We would like 
to have your comment on that. 

There is nothing in the file that particularly justifies it, other than 
the builder asking for it. 

Mr. Smiru. The only justification that I could give you gentlemen 
certainly is in the file. I was not the chief of the appraisal section at 
that time and certainly not responsible for what is in the file. I would 
like very much to refer to the file, refer you to the file for the answer. 

I might say only this: That under the regulations we were per 
mitted to give increases so long as they did not exceed the replacement 
cost of the house, provided our cost index showed an increase during 
that period that the builder was covering. We started out in the early 
days with this particular case and then it was the opinion of the con 
struction analyst at that time, which I think is stated in a memoran 
dum here, that the pricing policy of $10,000 by the builder was quite 
low and was not consistent with the pricing policy of other builders 
building similar houses. 

I think the file will also bear out the fact that it was considerably 
lower than the cost breakdown on a similar house in Bradbury Heights. 
The appraisers originally came in themselves with $700 more than the 
builder was requesting. On that basis and also on the basis that 
during the period since 1950 up until 1952 our cost index increased 
from 1.05 to 1.13, which would tend to justify the builder's request 
for an increase and would also tend to justify the chief appraiser in 
establishing higher values. 

Mr. Beauw. After you decided that the house was worth not $10,000 
but $11,500, if the veteran came in to you and said he did not want to 
go through with his contract and he had a thousand dollar deposit, 
would you cooperate with him in helping him get his money back ? 

Mr. Smiru. We would cooperate with him, but we have no authority 
to work with him. ; 

Mr. Beart. Would you go after the builder and say, “You have got 
to give the money back”? 

Mr. Smirn. We have done that and we do that. So far as I know 
we have no actual authority to do that. We simply use our influence 
to try to help the veteran. 

Mr. Beatu. There were cases where the boys got their money back / 

Mr. Smirn. Yes. 

Mr. Meavows. Which is greatly to the advantage of the builders 
since they have entered into a fair and square deal with the veteran 
at a certain price and kept him hanging on for 14 months and there 
has been a rise. They want to run him out to sell to somebody else 
for more money. 

Mr. Cuuporr. They have a right to do that under the escalator 
clause. ‘ 

Mr. Meapows. This contract did not have an escalator clause. 

Mr. Cuvporr. They would not complete the building and put that 
last so that they could wear the veteran out. 
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mn Mr. Mrapows. Or turn in his contract and they will give him his 

; down payment and make another sale. 

- Mr. Treacur. What part does the loan guaranty officer play in 

re this? 

” Mr. CaLuauan. He is pretty close to the whole subject with respect 

" to these prices and price rises. I call your attention to the fact 

~ I have been very close to the home owners and home builders and 
have tried at least three or four times to get the veterans educated 

n toa point where they are not duped by simply a deposit which gives 
them a reservation to buy a certain house and an attempt to get a 

n firm price contract when they want to deal with the builder. 

it That has been one of the great pitfalls I have had ever since 1950. 

d \ subdivision will be started and the veterans want homes. They 


will see a picture of the home through advertising media or otherwise. 
They naturally want to get in on the ground floor and get a home 


in the subdivision. The various developers have their salesmen sell 
- the houses when they are built and they have been in the habit of giv- 
) ing the veteran simply a receipt for his deposit which literally was 


simply a reservation for a certain lot when and if the house was 
built on it and when and if they presented him with a firm price 
contract. 
S Mr. Treacur. Getting back to the specific case, what did you do 
about these increases / You said you are close to the builders. How 
: close were you to the veterans / 
Mr. CaLttauan. You mean how close was I to the justification ? 
Mr. Tracur. You have a group of veterans. How much did you 
| as loan guaranty officer know about the increase and what part did 
: you play init’ It seems to me 25 percent is a considerable increase 
ona home. 

It seems to me an increase of as much as a thousand dollars would 
concern a loan guaranty officer quite a bit as far as the veterans out 
there are concerned. 
| Mr. CaLLanan. Over what period of time? 

Mr. Traegur. Over a period of a few months. 

Mr. Mrapows. The last request was for in excess of $1,000 and it 
was granted. The last request was for $1,150 at one time. Then there 
was the basement. The basement went up almost double in one 
jump. This might apply to 300 houses at value $300,000. 

Mr. Teacur. Did you actually know about these increases? 

Mr. CALLAHAN. Yes, sir. 

Mr. Tracur. Did you know about the complaints from the veterans 
out there’ 

Mr. CaLLanan. I knew there were complaints. We have had ses- 
sions in our office with the builders to try to get these things straight- 
ened out. 

Mr. Treacur. What have you done to get them straightened out? 

Mr. Cattanan. Will you take the first step, Mr. Smith? 

Mr. Smiru. I might answer that. Do you want the whole story 
so far as this is concerned / 

Recently because of the complaints from the Templeton Knolls 
subdivision, we had occasion to investigate the complaints in that 
area or in that subdivision rather. We found quite a few complaints, 
some of which were justified and some of which were considered 
by our office as a matter of maintenance on the part of the home 
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owner. However, we felt it serious enough to call the builder in and 
inform him that he must take care of his complaints and do it in a 
short period of time; otherwise, he would be cut off from the loan 
guaranty program. 

I have here a copy of the letter that was written to the builder. 

Mr. Teacur. What date is that? 

Mr. Smirn. That is dated May 23, 1952. You did not have the 
benefit of that in your review of this file. 

Mr. Teacue. Did you see this house when this piece of wood came 
out of the center of his living room floor ? 

Mr. Smirn. No, sir. 

Mr. CaLtLanan. Not inside. 

Mr. Cuvuporr. I may be wrong about the procedure. As I under- 
stand it, most of these complaints in this particular development came 
from the veterans after they took possession of their homes and found 
a lot of things wrong. There was water in the cellars, and the walls 
leaked. The floors were not put in properly, and so forth. 

Is it not a fact before settlement the Veterans’ Administration 
inspector goes out to inspect a house and sees whether it is complete 
and in accordance with the plans and specifications before they allow 
settlement ? 

Mr. Smiru. That is generally true. However, in many instances 
the people are allowed to move in the house and live in the property 
sometimes several months before final inspection is made. 

Mr. Cuuporr. If your inspector went out and did a conscientious 
job, could he not tell from looking at these floors that the floors were 
not No. 1 oak and some other kind of cheaper wood ? 

Mr. Smirn. Yes, sir. 

Mr. Cuvuporr. How do you account for the fact that type of material] 
got in that development regardless of your inspectors? Can you 
explain that / 

Mr. Smirn. Yes; the substitutions were approved by the Veterans’ 
Administration. 

Mr. Cruporr. Did you allow for a decrease im price when you al 
lowed the subs ees of cheaper materials ? 

Mr. Smirn. I don’t believe that a decrease in value was allowed, no. 

Mr. Beat. Did the veteran know this substitution was being made? 
Would you call it to his attention ? 

Mr. Smiru. No, sir. 

Mr. Cuvuporr. He assumed he was getting the original plans and 
specifications? So actually he was being taken over ? 

Mr. Smirn. That is true. However, these changes were approved 
on the basis that they did not affect any firm contracts. 

Mr. Cuvuporr. I would like to continue with this. I want to cal! 
vour attention specifically to lot 49, originally lot 4, at 6102 Long- 
fellow Street, Templeton Knolls, Riverdale, Md. It appears there 
was an inspection of this particular place and the inspector set forth 

11 defects in the house not in accord: ind e with the plans and specifica 
tions. Somebody with a pencil in the Central Office waived those 
defects. Is that according to your regulations? 

Mr. Smrru. Not generally, no. 

Mr. Cuvporr. I want to show this to you. This is a waiver; is it 
not? There are 11 defects in the house. Then in pencil under there 
there is something about a waiver. 
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Mr. Sairn. It says all the D items have been waived. These items 
were waived under special dispensation that Mr. Jenkins spoke of 
awhile ago by the central office. They made an investigation of our 
office last fall and it was found that there were a large number of 
noncompliances as far as construction is concerned in the field. We 
were given instructions to clean up the situation as rapidly as pos- 
sible. However, it was impractical to just cut off as of a certain date, 
as of today, we will say, all of the builders, because thousands of 
homes were involved and thousands of veterans were involved. It 
would have meant they would not have gotten their houses at all. So 
it was agreed we would have an interim period of 3 months during 
which time the builders themselves could straighten up their jobs so 
that we or rather they could continue under the GI housing program. 

Mr. Cuuporr. You waived these defects in your central office. That 
was an agreement between the builder and the central office ? 

Mr. Smrrn. That was in accordance with the agreement between 
the central office and the regional office. We called in all of the build- 
ers in the area. 

Mr. Cuuporr. You did not call the veterans in ¢ 

Mr. Sairu. No, sir. 

Mr. Cuuporr. You did not tell them anything ¢ 

Mr. Smiru. We did not know who the veterans are or were until 
they come in for closing. 

Mr. Breaux. The veteran was never notified that you had waived 
these de fect s/ 

Mr. Smirn. No, sir. We do not know who the veteran is until the 
house is completed and sold and when he comes in for his guaranty. 
We do not even know whether the house is sold. 

Mr. Teague. As a basic thought on this thing, do you feel this was 
fair to the veteran? Let me ask Mr. Callahan that. He is the man 
responsible for it. 

Do you consider this was fair to the veteran ¢ 

Mr. CaLLaHANn. With these deviations to be waived ¢ 

Mr. Teacur. Yes. 

Mr. CaLtLanan. At that time we don’t know who the veteran pur- 
chaser is. 

Mr. Tracur. That is unimportant. He is a man and the contract 
says that they would put screens on these windows. The veteran 
listed that as a shortcoming in the house. It was in the basic contract. 
The Veterans’ Administration takes it on themselves to waive that. 
I do not care who the veteran is. 

Is it fair to any veteran ¢ 

Mr. Catnauan. We are up against the problem also of housing 
veterans and the fact that veterans want homes. Here we have a 
situation that was bad to start with and necessitated a full inspec- 
tion of the central office to help us out with these troubles we were 
having at this time which were great in number. 

Mr. Cuvuporr. Do you mean to tell me you are going to justify 
your action on the basis of your helping a veteran by giving him less 
than he pays for? That is, because he is in a hurry to get a house? 

Mr. Catitanan. These deviations—when you take the completed 
house, if it is completed according to the deviations that were allowed 
us from September 26, 1951, to the end of the year to go under rigid 
compliance inspection as called for in Public Law 475. 
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Mr. Cuvuporr. How about the people in the 3-month period ’ 
They are the ones that get a licking in this thing because they happen 
to go into possession during the twilight area. Sure, you say you 
give them 3 months to straighten out these defects. But the Fellow 
who moves in gets less than what he pays for. 

Mr. Smiru. They were getting a better deal than the veteran who 
bought the house before this interim period because of the fact 
the houses in the area were not being built according to the plans and 
specifications. They were not being built according to the minimum 
construction requirements. 

Mr. Treacur. Who is responsible for that ? 

Mr. Smrru. That was the responsibility of the Veterans’ Admin 
istration to see they were built. 

Mr. Traeur. Mr. Callahan, why were they not built according to 
the minimum specifications ? 

Mr. Smrru. May I be permitted 

Mr. Teacur. I do not want to put things on you that belong to 
Mr. Callahan. It seems to me he is the head and you are underneath 
him. Ithink some of this he should answer. 

Mr. Catutanan. There is a little gap with respect to the rigidity 
of the compliance regulations. This subdivisional started in there 
usking for an appraisal in late 1949. Let us assume, since I don't 
know dates, it wasn’t very long after that they actually started build 
ing. We went under rigid compliance inspection about August 15, 
1950, to comply with the terms of the housing law, Publie Law 475. 

Prior to that time we did not have as rigid a compliance inspection 
by reason of lack of personnel, lack of qualified men to do it, and 
there is where most of the trouble of the subdivisional areas that 
started before the rigid compliance inspection went into effect that 
we are facing now was. 

Mr. Mrapows. In this case there was a compliance inspector that 
went out. He did point out things but no use was made of his find 
ings. Mr. Jenkins has discussed the special dispensation given to 
your office because of the problems that existed here. As he pointed 
out, the dispensation was on noncompliances which would involve the 
basic structure of the house, certainly not on such things as this seed 
ing and sodding, the cellar windows having no screens and certain 
matters which are questions of whether the builder is going to put 
them in or not. It would not change the house. It has nothing to do 
with what Mr. Jenkins wrote here. 

In this case there was a compliance inspection. Somebody paid 
for one, $5 apiece. The veteran paid for it, I presume. 

Mr. CaLuanan. Yes. 

Mr. Meapows. The inspector did detect certain of these things, 
but there apparently is no use being made of his findings after they are 
reported. I don’t believe it is fair for you to say that the general 
problem resulted in faulty compliance inspection in this instance be 
cause this does not seem to be the trouble. We got the report but we 
did not do anything about it. He discharged his obligation. 

Mr. Catitanan. Does the record show they were waived ¢ 

Mr. Meapows. Somebody wrote across the bottom “Waived.” 

Mr. Teacur. Could you tell who waived it? 

Mr. Smirn. Mr. Loomis, who was construction analyst at that time. 
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Mr. Tracur. We are going to have to adjourn the committee. Mr. 
Callahan, you say you cannot make the builders do certain things, 
and neither can I. But we can have meetings from now until Con- 
gress adjourns and get the builders down here and we can talk this 
thing over every day. I realize there are some cases where veterans 
can complain it may be just or not. There are others where you people 
know it is just without question. 

I would suggest to you that you review your files and tell the build 
ers we cannot make them correct some of that, but we can make them 
come to Congress every day and tell us why they have not fixed that. 
We may do that from now until Congress adjourns unless some of 
these things are corrected. 

Mr. Catitanan. | have a letter from the policy-making office now 
that gives me power to cut them off and not get any more requests 
for them if they do not live up to the specifications rigidly. 

Mr. Cuuporr. I want to say we might be able to prove that some 
deviations were willful. If we can prove that, some of these builders 
will be in a considerable amount of difficulty. 

Mr. Treacur. Mr. Callahan, it is unbelievable we would get the 
complaints we have gotten in this area and how much is your fault 
or not and how much is the builder’s I do not know. I think the 
veterans in this area have not been the second consideration by any 
stretch of the imagination. We are going to adjourn this meeting 
until Friday in the District Committee room at 10 o'clock. We would 
like to have you back. We would like to have Mr. Weiss of the 
Spiller Construction Co. and others that we may notify. We are 
going to go through every one of these eases and keep on doing it 
until we get these things cleared up where the veteran is not treated 
right. 

Mr. CaLLanan. It would be a great help to our office. 

Mr. Teacur. We are going to help you and we may push you. 
From the houses I have looked at—I wish you would go out there to 
this house of Mr. Meyer and look at his living room floor. If by any 
stretch of the imagination anyone could say there is good beech 
flooring, it is beyond my imagination. 

Mr. Cat nanan. I cannot recall having been in Mr. Meyer's house, 
but there are very few defects where I could not have been personally 
interested in. 

Mr. Teacur. We find in other parts of the country where you have 
a builder that does things like that the next time that he comes around 
he does not have it so easy. Through that we are able to get cor 
rections. Maybe the Spiller Construction Co. can explain this. They 
are going to geta chance. 

Mr. CaLtnanan. We have been able to do that. 

Mr. Treacur. I hope you will be able to do it more than what 
appears you have been doing. On this price increase thing we have 
gone through your files. For every one that was turned down, there 
are hundreds that were approved, It seems to me the veterans have 
been the last ones considered. 

The committee will be adjourned until Friday morning at 10 o'clock 
in the District Committee room over in the other building. 

(Whereupon, at 12 p. m., the select committee was recessed, to 
reconvene at 10 a. m.. Friday, June 6, 1952.) 








INVESTIGATION OF VETERANS’ LOAN GUARANTY 
PROGRAM 


FRIDAY, JUNE 6, 1952 


House or RePpresENTATIVES, 
Se_ecr ComMITrer TO INVESTIGATE 
THE Loan Guaranty Program Unper tue GI Bun, 
Washington, D. C. 

The select committee met at 10 a. m., pursuant to recess, in room 
445, Old House Office Building, Hon. Olin E. Teague, chairman of 
the select committee, presiding. 

Present: Representative Teague. 

Also present: Oliver E. Meadows, staff director of the select com- 
mittee; J. Buford Jenkins, architectural engineer, Veterans’ Adminis- 
tration Central Office; and P. W. Clogston, architectural engineer, 
Housing and Home Finance Agency. 

Mr. Teacvur. The select committee will be in order. Mr. Callahan, 
will you and Mr. Smith come forward, as well as Mr. Barker? Will 
the three of you come up and take a seat, please? Mr. Barker, would 
you state your name and your address and occupation ¢ 


STATEMENT OF STEPHEN R. BARKER, FAIRLINGTON, VA., ACCOM- 
PANIED BY MORGAN B. CALLAHAN AND LACY SMITH, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE 


Mr. Barker. Stephen R. Barker, 3634 Thirty-sixth Street, South 
Fairlington, Va. I am with the Navy Department. 

Mr. Teacur. Mr. Barker, you were chief appraiser at the regional 
office here during what period of time? 

Mr. Barker. From I believe it was August 1948, to February 25, 
1952. 

Mr. Teacur. Before we start we have two or three things that we 
would like to place in the record. The first is a letter to the loan 
guaranty officer of the Veterans’ Administration regional office dated 
September 26, 1951. 

(The letter referred to is as follows:) 

SEPTEMBER 26, 1951. 
To: Loan guaranty officer, VA regional office, Washington, D. C. 
Subject: Temporary inspection procedure. 

1. Pursuant to the current examination of the Washington regional office by 
Mr. C. I. Hopkins, I have been advised that a serious laxity exists with respect 
to the quality of construction habitually accepted as security for VA guaranteed 
loans. Advance reports based on inspection of a large number of properties indi- 
cate that fee inspectors have either been incapable of detecting items of non- 
compliance or have been operating with a mistaken idea of what is required of 
them. It is further reported that as a result of this condition, practically all VA- 
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inspected housing now under construction in your area exhibits varying degrees 
of noncompliance. Unfortunately, much of this construction has passed the stage 
where it is practical to make corrections or to expect the builder to undertake such 
work. Therefore, under prescribed procedure as set forth in paragraph 1 of TB 
$A-S9 a large number of houses which veterans are expecting to purchase upon 
completion will become ineligible as security for VA-guaranteed loans. 

2. With respect to houses exempt from current credit restrictions, it is a1 
ticipated that rejection due to noncompliance would in many instances visit 
disproportionately serious prejudicial consequences upon veteran purchasers 
However, in those cases where the noncompliance is expected to subsequent!) 
result in structural failure or costly maintenance, it is necessary and proper to 
refuse acceptance to such structures regardless of the individual desires of the 
veteran purchasers. But on the other hand, it is recognized that a large number 
of noncompliances would not be expected to contribute to structural failure exceyy 
under the most severe conditions, such as earthquake or hurricane. It is like 
wise recognized that certain other noncompliances will only result in minor imper 
fections not of great concern to less meticulous home owners. When items of 
noncompliance fall in either of these last two categories and construction has 
passed the stage where correction is practical, it is probable that rejection of th: 
property would be a disservice to the veteran purchaser, particularly if the house 
is exempt from current credit restrictions. 

3. Through the group meetings now being held with local compliance inspectors 
and local builders it is being made clear to all that VA will henceforward requir: 
strict conformity to plans and specifications and to minimum construction require 
ments. But in recognition of the predicament in which many veterans would 
otherwise be left, and in fairness to those builders who have not had adequate 
advance warning that rejection is the consequence of noncompliance, it is recog 
nized that an interim sequence of handling is justified and is necessary. There 
fore, with respect to any houses under construction which have received first 
compliance inspection prior to October 1, 1951, the following procedure is author 
ized for a period not to exceed 90 days starting October 1, 1951: 

This special procedure relates solely to regional office review of compliance 
inspection reports as required under paragraph 6e of TB4A-77 and does not 
alter the duties and functions of the fee inspectors as described in TB4A-—77 
and on the reverse side of VA Form 4-1839. However, in consideration of pre 
vious laxity in preparation of inspection reports it is expected that during the 
period of this interim procedure a large number of second and third inspection 
reports will show items of noncompliance which have either been overlooked 
or ignored on previous inspections. The reporting of such items is in keeping 
with instruction under section 5 on the reverse side of VA Form 4-1839. In 
these cases it is anticipated that builders will frequently be reluctant to under 
take correction of faulty work because of the advanced stage of constructior 
The compliance inspector will therefore report the noncompliance and check 
item ID: Noncompliance, builder does not intend to comply. During the regiona! 
office review such reports will be analyzed in the following manner: 

(1) If the nature of the noncompliance is such that it is susceptible to co: 
rection without disproportionately substantial alteration of in-place constructio! 
it must be corrected prior to the next inspection or prior to final acceptance by VA 

(2) If the nature of the noncompliance is such that it cannot be corrected 
without tearing out other related structural parts or components, it may lx 
accepted by VA provided that it does not materially contribute to structural 
unsoundness or involve the prospect of excessive maintenance cost. 

(3) If the nature of the noncompliance is such that it is not susceptible t 
correction per (1) above, and it is of such type as would involve structural ur 
soundness or excessive maintenance cost the related unit must be rejected 

If the foregoing analysis reveals that any of the items in question fall in th: 
first or third categories, then the case will be rejected as required under regula: 
procedure. However, if all the items in question are classifiable in the second 
category, the construction analyst may prepare a revised report showing B 
Acceptable substitutions or deviations in lieu of D: Noncompliance, builder does 
not intend to comply. 

In any case under (2) above in which a particular departure or defect is so 
determined to be acceptable the construction analyst may in his discretion 
require, as a condition of such acceptance, that the reasonable value be reduced 
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to reflect the lessened value or cost which the departure or defect involves, 
or he may require a commensurate credit by the builder to the principal amount 
of the veteran’s loan obligation 
T. B. KING, 
Director, Loan Guaranty Service. 

Mr. Meapows. This letter is a letter which was discussed the other 
day written to the loan guaranty officer of the regional office by Mr. 
T. V. King, Director of the Loan Guaranty Service, the Veterans’ 
Administration Central Office, Washington, D. C.. in which he author- 
ized an interim procedure for waiving certain defects which exis’ ed 
in the area on the basis that the amount of noncompliance reported 
were so large as to materially disrupt the program if proper correc- 
tion was made. I want to point out this letter did not authorize the 
waiver of all noncomplances but authorized the waiver of noncomph- 
ances that involved major structural deficiencies which could not be 
corrected without a material disruption of the house construction. It 
did not waive noncompliances which could be easily and readily cor- 
rected without material disruption to the general structure of the 
house. 

Mr. Teacur. Mr. Callahan, would you comment on your under 
standing of this temporary inspection procedure? Is that the way 
you interpreted it? 

Mr. CaLLanAn. Yes, sir. 

Mr. Meapows. Did you interpret this procedure to authorize the 
waiver of such things as leaving off screens or failure to comply with 
the specifications regarding outside features such as landscaping, 
seeding, and sodding, or minor corrections such as fixtures in the 
house’ Did you interpret this procedure to authorize a waiver of 
that sert of noncompliance ? 

Mr. CaLnanan. It was my understanding that the specifications of 
the various subdivisions were to stand unless they were within the cate- 
gory of Mr. King’s letter. 

Mr. Meapows. That is what we are asking you specifically. What 
was your interpretation of the category of Mr. King’s letter’ Could 
you leave off screens under that letter? 

Mr. CatLanan. Not if they were in the specifications originally. 

Mr. Meapows. Do you leave off a light fixture or a noncompliance 
such as an unfinished tile bathroom that would have no material effect 
on the structure of the house? 

Mr. CatLanan, That was not my understanding of anything left off 
in the specifications originally. 

Mr. Meapows. What would be your opinion under this memor- 
andum of a defective floor, a floor that did not meet the specifications 
in that the grade of flooring was of a lesser quality than that supplied 
in the specifications / 

Mr. Cartanan. If they were given the other floor other than the 
oak, which they could not get at the time, certainly the flooring that 
they did put down should, as near as possible, be equal to the oak floor- 
ing originally specified. 

Mr. Mrapows. Let’s say you determined that the floor which was 
installed did not meet the erade specified, was just a poor flooring that 
did not meet the grade specified. Would there be any particular rea- 
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son why the builder could not make a correction of that nature under 
this memorandum ? 

Mr. Catuanan. None that I can think of, sir. 

Mr. Meapows. I would like to comment on the question raised the 
other day in cases where two veteran purchasers made down pay 
ments on two homes in Templeton Knolls, waited approximately 
year for these two homes and these houses were later rejected by th 
Veterans’ Administration as not being in compliance with the mini 
mum standards of the Veterans’ Administration. These particular 
veterans then proceeded to purchase a home in that section at a highe: 
price and were not furnished the home at the original price under the 
original agreement. 

The significance of this transaction we would like to point out is 
this: That in the appraisal procedure if the Veterans’ Administration 
fee ap praiser was paid an allowance for each lot and the panel pre 
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the ground, etc., and then certificates of reasonab 
these two lots. They apparently were initially accepted by the Vet 
erans’ Administration appraisers. Later when the houses were com- 
plete, they were as because of certain terrain difficulties which 
presumably could have been corrected by retaining walls. 

The effect of this rejection is the Veterans’ Administration has now 
overridden this previous finding. The veteran has had to pay more 
for the house which he secures and the builder is let out of an agree 
ment which he has made and is allowed to escape the agreement and 
escape the necessity of such other corrections as might be required 
such as the installation of retaining walls or other grading corrections 
which would make the property acceptable. 

I want to read into the record the statement of Mario Calvani re 
garding the purchase of property in Templeton Knolls at 6101 Green- 
vale Parkway, East Riverdale, Md. This statement has to do with 
a transaction whereby this veteran was required to accept a pric 
increase after he had signed a firm agreement. It says: 


My name is Mario Calvani and I occupy lot 12, block G, Templeton Knolls 
The first deposit I made of $25 was on September 15, 1950. At that time I was 
given a receipt by Mr. Alan Reeside, Colonial Investment Co. Within 2 weeks, |! 
made a second deposit of $440. This was on September 30, 1950. The tota! 
$465 was the full deposit on the house. 1 was allowed $135 on a refrigerator 
which made the balance of $600 required down payment. On September 30, 
1950, I also signed an offer to purchase the described lot at a price of $11,640 
This contract was signed by Mr. Reeside. During October 1950 I signed a 
contract, price $11,640, balance to be paid $11,315. At that time Mr. Reeside 
assured me that he would mail me a sizned contract within 2 weeks. Between 
that time and February 1951, I never heard from Mr. Reeside. 

In February 1951, I visited Mr. Reeside at his office, 815-817 Ninth Street 
NW., Washington, D. C. Mr. Reeside again assured me that a signed contract 
would be in the mail within 2 weeks. I continued to communicate with Mr 
Reeside from time to time in connection with the date the house would be ready 
for occupancy until September 5, 1951, when Mr. Reeside telephoned me and 
advised me that the check for the amount of my deposit was in the mails and 
being returned to me, since the Veterans’ Administration had approved an in 
crease on my house from $11,640 to $14,500; however, since I was one of the 
original first people to sign for a house I would be given a break and Mr. 
Reeside would prevail on Templeton Knolls to let me have the house at $13,000 
I told Mr. Reeside that I would call him back. 

I immediately visited the Veterans’ Administration and discussed with Mr 
Wynkoop the telephone conversation I had had with Mr. Reeside. Mr. Wynkoop 
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assured me that the Veterans’ Administration had approved the increase and that 
my only recourse was to sue Templeton Knolls; however, since I was not in pos- 
session of a signed contract it was very unlikely that I could force Templeton 
Knolls to give me the house at the original price. At that time my wife was 
jomiciled in Massachusetts with my infant son and I was working here in 
Washington, hence required a house within the shortest time. I agreed to sign 
the contract with Mr. Reeside for $13,000. I moved into the house in October 


‘1951 on a lease contract; however, my loan at the new price was not approved 


intil a much later date and I did not sign settlement until December 20, 1951. 

When I moved into the house the washing machine had not as yet been in- 
stalled. I asked Mr. Spiller when he would install the washing machine and 
he told me that since the washing machines were causing too much vibration in 
the kitchen installation, he would not install the machine in the kitchen. Since 
! have a house with a basement I asked Mr. Spiller to install the washing 
nachine in the basement. Mr. Spiller refused to do this, consequently I had 
to accept the washing machine and install it at my own expense in the basement. 
\lternatively, Mr. Spiller offered me a credit of $121 if I did not accept the 
machine. Since the cost of a non-bolt-type washing machine of the same make 
cost approximately $300, it would have meant an additional expenditure of 
approximately $180 to buy a machine which could have been installed in the 
original location. 

At the time of settlement, I pointed out to Mr. Flannery of Mutual Title 
Co. and Mr. Reeside that a number of features of the house required some adjust- 
ment. I was assured that all I had to do was see Mr. Spiller and everything 
would be taken care of. Since living in the house, I have asked Templeton 
Knolls, Inc., to adjust the heating system which is inadequate for the house, fix 
my basement, since the walls and the floors are wet, to do repairs on the roof, 
provide a proper drainage in the back yard, and a multitude of other minor 
complaints which resulted from poor workmanship. To date, the only adjust- 
ments that have been made concern replacing leaky washers and filling in a few 
cracks in plaster. 

Mr. Mrapows. This is signed on June 5, 1952, by Mario Calvani. 

In testimony yesterday or the day before by the veteran home 
owners of Templeton Knolls we heard a series of complaints pertain- 
ng to the floors, ihe insulation in these houses, the heating system, the 
pine stair tres ads, t he insulation and the vibration of washing machines, 
wet basements, and wet craw! spaces, no basement screens, and erosion 
due to poor and incomplete grading and sodding. 

We would like to take up several of these complaints and discuss 
them here, Mr. Callahan. and we would particularly like to discuss 
the question of the flooring in this project. The original specifica- 

Ons required clear oak flooring in all living rooms, bedrooms, and 
‘losets. A letter dated May 25, 1951, from the Spiller Construction 
Co. to Mr. Stephen Barker requested written confirmation of an earlier 

erbal approval to use beech flooring “as a substitute because of the 
inreasonable raise in the price of oak flooring.” 

his letter was dated May 25, 1951, and carries no Veterans’ Admin- 
stration recelving stamp and we presumed it was brought in by 

and and has the following longhand note: “Noted and approved, 
S. R. B.”—we presume that is Stephen R. Barker—“*May 25, 1951.” 

In the last paragraph of the letter from Mr. Barker to Cc omplhance 

spectors Imirie, Shillin, and Mollan, it reads: 

This is to notify you that this office approved the substitution of a good grade 
eech flooring in lieu of oak flooring shown in the specifications. You may 
therefore accept substitution noted in the compliance reports made. 


he a letter dated August 22, 1951, from the Spiller Construction 
, they request permission to use No. 
er H instead of clear oak floori ing. 


~) 


2 oak flooring in blocks C, F, 
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In a letter dated September 25, 1951, Mr. Barker wrote to the Spiller 
Construction Co. and stated as follows: 

The use of No. 2 common oak flooring will be permitted in the houses erected 
in blocks C, F, G, and H only. Specified flooring will be installed in all other 
houses or in those houses in which this type of flooring has not already been 
installed 

There are two questions which are concerned here. Since the orig 
inal appraisal made by the appraisal committee was based on this 
set of plans and specifications which require oak flooring, and we 
assume that the presence of clear oak flooring in this group of houses 
in the price range around $12,000 influenced the setting of the price 
range at $12,000, what reasoning does the Veterans’ Administration 
have in subsequently authorizing a deviation of this nature which 
would affect the value, according to the staff in your office, of from 
$100 to $50 per unit, depending on whether beech or No. 2 commor 
oak flooring was used? What explanation is there for authorizing 
such a deviation? What justification is there for the authorizatior 
and why is it not proper to make a corresponding reduction in th: 
certificates of reasonable value if such a deviation is made? 

Mr. Catnanan. That is why I brought Mr. Barker down with me 
this morning. He has better knowledge of the change between the 
oak flooring and the beech. 

Mr. Meapows. Mr. Callahan, to get the record straight, you did not 
bring Mr. Barker down here. We brought him down here at our 
request because his name appeared here. He is not an employee of the 
Veterans’ Administration. We would like him, however, to consult 
with you, but we have to look to you as the loan guaranty officer to 
answer these questions. We cannot resort or look to all of the various 
individuals from clerks on up to your assistants in regard to this. 

Mr. CaLLanan. Assuming the responsibility in the Loan Guaranty 
Division, I naturally have to delegate authority. As such Mr. Barker, 
the Chief of the Appraisal Division, had it within his authority to 
handle these matters you now speak of. 

Mr. Meapvows. Did this matter ever come to your attention ? 

Mr. Catitanan. Of the substitution ? 

Mr. Meapows. Yes. 

Mr. CALLAHAN. Not until later on when we were having meetings 
with the builder. 

Mr. Meapows. Had it come to your attention, would you have au 
thorized a substitution of No. 2 common oak flooring or a good grade 
of beech without a corresponding reduction in these certificates of 
reasonable value ? 

Mr. CautLanan. I would had to have known the reasons why they 
asked for a substitution and the cost of the other flooring as compared 
with the oak floor that was specified in the contract. That I didn’t 
know. 

Mr. Meapows. We are advised by your own staff, and it is quite easy 
to ascertain the difference between prices on No. 2 common oak floor 
ing and clear oak flooring, but we are advised there is about a hundred 
dollar difference for the square footage involved in these houses. 
About $50 is the difference in the use of beech. You could have as 
certained that, as we did, without too much trouble. There is a prin 
ciple involved here. 
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If you had known this deviation was being authorized, would you 
have required a corresponding reduction in the certificate of reason- 
able value issued on these houses? 

Mr. CALLAHAN. Very definitely yes, unless something else was sup- 
plied. 

Mr. Meapows. We are aware, as you are, there are many instances 
where substitutions of like nature are required and little or no ques- 
tion of value arises. But certainly deviating from the best grade of 
oak flooring to the poorest grade of oak flooring, and in fact such a 
poor grade that many builders do not attempt to install it—as a matter 
of fact, in trying to find the price here in the city we were consistently 
warned not to try to lay it and it was so poor that it could not be 
laid. There are only two lumber yards that stock No. 2 common oak 
flooring. We went from the best to the poorest, and so far as we can 
see for no good reason, except the clear oak flooring is more expensive. 

Mr. CaLLanHan. If a substitution made a difference of $100 in cost 
and was not made up in some manner by the builder for some other 
item in the house, it very clearly should have been reduced, in my 
opinion, 

Mr. Meapows. Do you recall this particular instance? Do you have 
anything that you can add to what can be said as to the reasoning or 
justification there was for authorizing the deviation, Mr. Barker? 

Mr. Barker. In the first instance, there was no oak available, except 
by a black market. The substitution of beech was more or less on a 
temporary basis. The cost of beech at that time was equivalent to the 
same specified oak flooring. 

A lot of people prefer beech flooring—I do myself—to oak flooring. 

Later on, to answer the other part of your question, the No. 2 oak 
was reflected in the reasonable value in effect that had the select 
oak been continued, Mi | hi@her price could have been justified. In other 
words, there was no substitutions ever allowed without a corresponding 
decrease in value. In most cases that was true. 

Mr. Meapows. Your testimony is that there came a period of time in 
which the builder could not get clear oak flooring ? 

Mr. Barker. That was true with most builders. 

Mr. Merapows. The builder never made that particular request 
himself. He merely indicated that the price of it had gone up: there 
fore, he wanted to substitute ? 

Mr. Barker. He didn’t say so, but it was black market price. It 
was an excessive price. 

Mr. Meapows. With regard to the beech flooring. the authorization 
which was granted here is quite nebulous in that it just says a good 
grade of beech. 

We have a question now as to whether the floors actually laid by the 
builder were of a good grade of beech. The other day we discussed the 
floors in Mr. Meyer's home out on Longfellow Street and took some 
photographs of Mr. Meyer's floor, which I would like to have you 
look at, gentlemen. These two photographs are from the center of 
Mr. Meyer's floor, and I think if vou will examine them closely, you 
will see this piece of wood is worm-eaten. It has come out of the 
center of the floor. 

You will also see there are wide cracks in the floor. There are loose 
knots, knots missing, and that the general condition of the floor could 
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not be categoried as a good grade of beech. The lengths or pieces are 
not matched. In many instances they are less than the length required 
by the minimum construction standards. 

I don’t know how much you can tell from that picture, but does 
that look like a good grade of beech / 

Mr. Catutanan. Not from the picture. 

Mr. Meapows. I think you will see that the picture does it credit. 
When you look at it yourself, it is even more apparent. 

Mr. Treacur. Those pictures were taken at the direction of this 
committee and by a photographer that we secured to take the pictures. 
They were not submitted by the people living in the house or any 
thing like that. All the photographs were taken at Mr. Meadows’ 
direction by a photographer employed by the committee. 

Mr. Catitanan. The four gentlemen that testified at the last meet 
ing, I have no records in their files that they ever complained to ou: 
office until the complaints that I heard last Wednesday. 

Mr. Tracur. You had never heard of those complaints? Is Mr. 
Meyer in the room? - 

Mr. Meyer. Yes, sir. 

Mr. Tracur. Did you ever write in a complaint to the Veterans’ 
Administration ? 

Mr. Meyer. I never did it by letter. I did go in and speak, to 
someone in the Loan Guaranty Office and at that time I discussed the 
situation with them. If there is one thing—I don’t know whether it 
goes into the Veterans’ Administration file or not—I presume it does, 
but I made that at the time of settlement, a list of exceptions. One of 
them was in regard to my floors. I think that would have been avail- 
able to Mr. Callahan. 

Mr. Treacur. Mr. Meyer, you don’t know whom you talked to in the 
Veterans’ Administration office ? 

Mr. Meyer. Mr. Ham. I think that was his name. 

Mr. Teacur. H-a-m? 

Mr. CaLtLanan. He was there at that time. 

Mr. Teacur. Did you ever make a written complaint to the builder? 

Mr. Meyer. Only this list of complaints. In other words, it wasn’t 
in the form of a memorandum. We set a date of Thursday that we 
would bring in our complaints. Constantly my wife took complaints 
up there, complaining about the floors, but we didn’t do it in the form 
of a registered letter or anything like that. 

Mr. Treacur. What was your general policy on complaints? th 
your office what was the procedure when a veteran came in ? 

Mr. CALLAHAN. We requested the veteran to write us a letter stating 
in full the complaints and the items so that we might have that as a 
part of the docket. 

Mr. Tracur. As to these listed exceptions, what was the procedure 
in your office as far as those exception were concerned ? 

Mr. Cattanan. We have set up a complaint unit comprised of me 
from the appraisal section fully capable of going out and making 
these investigations from the letter of complaint. 

Mr. Meapows. In this list of D items we read before, the floors ar 
not mentioned as being one of the items to which the inspector noted 
an exception which raises the next question as far as we are con 
cerned, and I hope it will be possible for you to personally go out 
there, or assign some person to look at these floors, because the ques 
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tion is raised as to how an inspector could possibly have passed these 
floors. 

It raises the question of whether the floors were ever looked over 
or on what basis they could have been passed. Obviously these defi- 
ciencies are not of a nature that would indicate that they occurred 
lately. They have been there since the floors were laid. We don’t 
know the answer as to why this particular deficiency was not picked 
up at the inspection. 

Mr. Cautianan. From the appearance of these pictures, the inspec- 
tor had no business to pass them. 

Mr. Meapows. That is our opinion, too. 

Mr. CaLLanan, That is my opinion. 

Mr. Mrapows. I do want to make this point clear: Mr. Barker has 
made a statement here which we are not in a position to either accept 
or refute that flooring became unavailable. We do not know whether 
that is true. We know thousands of houses with oak flooring have 
been built and the builder merely complained of an increase in the 
price. Presumably the appraisers knew the price of oak flooring when 
they set the value of this house. Whether Mr. Barker’s explanation 
that there was no flooring available and had he not authorized this 
deviation, he should have given the builder an increase in price, 
whether that is valid or not, I cannot say. But it is my opinion that 
certainly this deviation greatly favored the builder rather than the 
veteran. 

You were not here before and I do not know that you would have 
known of this matter—perhaps you did. You may recall the price 
of this basic house was being increased all the time. It increased in 
the period of 18 months from $10,000to $12,500, which was an increase 
of 25 percent. 

The price of the basement in the houses increased from $750 to 
$1,500 in a period of 11 months, which presumably is adequate to take 
care of the average rise in prices in the area without an additional con- 
cession of this nature which obviously favored the builder and greatly 
deteriorated the value of these houses. 

Mr. BARKER. There were other circumstances ane they were not 
actually a reflection in the increase in reasonable value. It was in the 


builder's sale price: yes. If you will check the file, you will notice that 
the first reasonable value was much less than the appraised value. 
Policies were constantly changing all during this period, At the 


time we first considered this house we didn’t have the present pro- 
cedures for cost breakdowns. It was on an entirely different pro 
cedure as was the inspection. 

If we were favoring the builder rather than the veteran, we could 
have given him a price in the beginning based on the appraisal loan 
of $10,750, but he wanted to give as good a value as he possibly could. 
His sales price was $10,000. We were not going to argue with him. 
If he could deliver for that price, O. K. That is what the reasonable 
value was established on. 

Mr. Mrapows. That is the standard policy, that with regard to the 
sales price you could lower it to accommodate it to the sales price. 
Isn’t that a standard procedure? 

Mr. Barker. That is correct, where that information is known. 

Mr. Treacue. A veteran just buys a pig in a poke, doesn’t he? 

Mr. Barker. To a certain extent. 
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Mr. Tracur. You reduced the standards. He knows nothing about 
that. You changed the specifications and he knows nothing about it. 
You increased the price of the house and he knows nothing about it 
He does not know what he is going to come up with. There is no wa) 
that he can know. 

Mr. Barker. In a lot of cases there is no veteran involved. If a 
veteran has a firm contract, any inerease the Veterans’ Administra 
tion made should have no effect. 

Mr. Teacus. You know there are a lot of ways of getting around 
that. 

Mr. Barker. Not if the veteran came in the regional! office, which 
many of them did. 

Mr. Teacur. We have a lot of complaints where they were sup 
posed to have gone in to the regional office but it didn’t work. 

Mr. Meyer? 

Mr. Meyer. I would like to make a statement in that regard. | 
took my contract when they asked me about this increase. I had Mr. 
Ham look at it and I asked him if they could break this contract due 
to clause 13 which Mr. Reeside pointed out. Mr. Ham looked it over 
and said, “Personally, I believe they can probably do anything.” He 
said, “I don’t know whether you have a good contract. When you 
sign a contract with all those clauses in, we don’t know what you can 
do on those things. You ought to have a little statement only.” 

I said, “Doesn't the Veterans’ Administration ask them to submit 
such a contract? Don’t they get the form approved by you ¢” 

He said, “Well, they do and they don't.” I had pointed this out 
to him. I took my contract in to Mr. Ham and asked him to say 
whether he thought they could break my contract. He gave me 
no satisfaction and said, “Probably they can.” 

Mr. Mrapows. Have you heard these complaints similar to the 
ones we are receiving here, Mr. Barker, when you were still in the 
Veterans’ Administration ¢ 

Mr. Barker. Very few. 

Mr. Meapows. Let me finish. Where a group of the veterans will 
enter into presumably a firm contract, I mean? It doesn’t have an 
escalator clause. It has a specific figure stated as the price, but it is 
quite unclear with regard to delivery date and the veteran is then 
pressured under threat of no delivery or delayed delivery to accept 
one of these subsequent price increases which the Veterans’ Adminis 
tration has granted, under the threat that he won't get a house. We 
have a particular case that we want to discuss with you. 

Mr. Barker. I have one or two cases, very few. In which case I 
would immediately call the builder. We also have a lot of cases 
where the veteran wanted to get out. Legally he had no right to get 
out, and where we would insist the builder give back the deposit 
regardless of the legal aspects of the case. 

Mr. Meapows. In testimony, Mr. Callahan or Mr. Smith indicated 
from the file on Templeton Knolls it is impossible to tell which houses 
were covered by the price increase and which were not, since there 
are no documents in the file that clearly show the exact blocks and 
houses which will be covered in the future by the price increases. 

Mr. Smrru. I believe such a comment was made. I am not sure | 
made it. 
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Mr. BARKER. I think the tile does disclose a few such cases. Most 
of the cases; no. However, most of those letters will have a state- 
ment in them that any increase will not have any effect on a firm 
contract. 

Mr. Meapows. I agree. The letters did advise there would be no 
change in the firm contract, but there is nothing in the file. Let's 
assume a veteran comes in to you tomorrow. There is nothing in 
the file that lists the houses and the blocks. You would be in a rather 
difficult predicament as to which houses were affected, whether his 
house is affected or not, since the builder is not required to submit 
a list of the new construction which will be affected by the price in- 
crease. 

Mr. Barker. It would be based entirely on the date of increase and 
the date of the contract. 

Mr. Meapows. Then you could go to the trouble to pin-point this 
particular house, but ce rtainly it is not accessible in the file. 

Mr. Barker. Not in all cases. 

Mr. Teacur. If you should make a recommendation, as you did 
in this case, that the No. 2 common oak flooring be approved, did you 
at the same time make a regommendation on changing the reasonable 
value of the house? 

Mr. Smiru. I don’t recall whether I did in that particular instance, 
but in most cases the difference in cost is reflected in the construction 
analyst’s recommendations. 

Mr. Tracur. But you say you changed something in a house that 
actually causes the veteran to lose in value. It is the policy that you 
at the same time recommend a change in reasonable value of the 
house / 

Mr. Smirn. Yes. It would in effect be a recommendation because 
you would be pointing out to the chief appraiser the difference in 
value. 

Mr. Tracvue. I think in all the files we have gone through we have 
never found one case where there was a recommendation to make a 
change and reduce the value of the house where another recommenda- 
tion was made to change the value of the house. 

Mr. Barker. There is a recommendation in the Templeton Knolls 
file. 

Mr. Meapows. Are you referring to February 8, 1952? 

Mr. Barker. It is in regard to the equipment. 

Mr. Meapows. Where did you establish the values for equipment ? 

Mr. Barker. If any of those items of equipment were eliminated 
or not furnished the reasonab le value would have bee nn reduced cor- 
respondingly. 

Mr. Meavows. We are going to discuss that later. I think you 
will find in this project there are numerous instances where those 
items of equipment were not furnished and where that amount of 
credit was not given, but we will discuss that later. 

Mr. Tracur. Mr. Smith, what was the basis of your recommenda 
tion to Mr. Barker at that time that No. 2 common oak be approved ? 
Was it on the basis of no good oak available. or was it on the basis 
of what the builder said that due to the unreasonable rise in the 
price of oak flooring he could not supply the original ? 
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Mr. Smirn. It was due to a combination of both of them. It was 
common knowledge among the trade at that time that a good grade 
of oak flooring was almost impossible to obtain on the market. Al] 
of the builders in the area were having trouble at the time. 

It is also based on the fact that we felt that the value was in the 
house and that the change would not substantially reduce the security 
that was necessary in order to guarantee the loan. 

Mr. Teacur. Mr. Barker, did you feel that the system that was in 
effect at that time where changes could be made by the Veterans’ 
Administration and changes by the builder and the veteran know- 
ing nothing about it—that that was a proper system and fair to the 
veteran ¢ 

Mr. Barker. We worked on this policy: That the veteran would 
have the right to reject. We kept hammering at all builders that 
they allow the veteran to inspect the property, which they did not 
do in the beginning of this program, and that they have the right of 
rejection or acceptance. Some builders operated differently than 
others. Some builders even in this project would have one group 
that were unsold in which no contracts were taken. Others would 
have contracts on them before they were started. 

We never knew for sure whether they were veterans who were in- 
volved or not. We had no way of knowing. 

Mr. Meapows. You were aware of the general system used then 
and used now of using a model house, representing to the veteran 
that the house which he would secure would be similar to the model 
house with very minor deviations, and that at least morally you get 
into some rather tedious legal questions in the nature of the con- 
tracts that are used sometimes, but that morally the veteran is sold 
this house and it has clear oak flooring in it, it has colored fixtures 
in the bathroom, it has a number of other features which the builder 
is obligated to deliver. I am sure you are familiar with that pro- 
cedure ¢ 

Mr. Barker. That is right, unless the salesman himself had ex- 
plained the whole story, which we had no way of knowing. 

Mr. Teague. Mr. Callahan, you have a veteran with a house where 
the Veterans’ Administration approved a change from good oak 
down to good beech. As little as 1 know about flooring, I would say 
that that flooring out there was not good. You go out and look at 
that and you know that it could not be worse than it is. What can 
and will the Veterans’ Administration do as far as that veteran is 
concerned who has not gotten the house he wis supposed to have 
gotten ‘ 

Mr. Catitanan. The one particular case you are speaking of, since 
the 23d of April we are clothed now with authority from the policy- 
making office where we can insist that that floor be made right. 

Mr. Teacur. What would you think would make that floor right, 
going out and replacing this one defective piece, or replace the entire 
floor / 

Mr. CaLLanan. I can only judge from the picture—more than one 
board. 

Mr. Teacur. What is the minimum length? 18 inches? 

Mr. Catnanan. About that. 

Mr. Tracur. If he has a bunch of 12-inch boards—— 
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Mr. Smiru. There is no minimum. There is a minimum standard 
by certain grades. The Veterans’ Administration has no minimum 
other than that which is allowed in the grading rules for any given 
type of floor. 

Mr. Tracur. Let’s say you look at this house and you look at this 
beech and decide it is the poorest grade of beech and not good beech 
and they were told to put good stuff in there. Then what would you 
do? 

Mr. Catianan. If I personally inspected that house and it appeared 
to me, as the picture appears to me, we would insist that the builder 
fix it correctly. 

Mr. Teacur. Suppose the builder doesn’t do it ‘ 

Mr. Catnanan. Now we are armed with authority where we can 
tell the builder that we will not accept any more of his houses. With 
this particular house it is water over the dam. He settled for it. 

I am up against the proposition of leading a horse to water. I can’t 
make him drink. I can tell the builder what he should do. 

Mr. Teacue. You can make him wish he had drunk. 

Mr. Catnanan. Yes. 

Mr. Tracur. Will you look at this house and tell us whether or not 
you think it is good beech flooring and whether or not you think he 
should do something about it ? 

Mr. Catiauan. Yes. 

Mr. Teacur. And look at that marine captain’s house that has a 
basement full of water with the drain up in the high part where the 
water will not drain out. 

Mr. Catnanan. Certainly. I will be glad to take my own time and 
go out. 

Mr. Teacur. I will be glad to take my own time and go with you. 

Mr. Catianan. I will drive you out. 

Mr. Teacur. I think, Mr. Callahan, something should be done out 
there. I don’t know whether somebody is mistaken or what. I looked 
at those houses. I certainly can tell that there is water in that base- 
ment. I can certainly see the knots and the condition of that floor. 

Mr. Cattanan. There are many justified complaints. 

Mr. Treacur. And a lot of them are not justified. 

Mr. Catzanan. The ones that are justified, with the staff that we 
have of qualified men, we are doing our very level best in every way 
possible in not letting anything stop us from trying to get these 
things rectified, not only in Templeton Knolls but anywhere they 
appear. 

Mr. Treacur. Mr. Callahan, on these construction people, the build- 
ers, did you keep any kind of records so that if I came to you as a 
veteran and said, “I want to buy a house and I want to know who the 
good builders are and who the sorry ones are,” that you have a record 
so that you can advise me as to who the good builder would be and 
who is not? 

Mr. Catianan. If the veteran comes to our office ; yes. 

Mr. Teacue. He could find that out? 

Mr. CaLnanan. We have no way of publishing those. 

Mr. Smrru. I would like to add something, if I may, to the ques- 
tion. We have done something very definite about the complaints in 
Templeton Knolls along with several other subdivisions. 
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In the case of Templeton Knolls, I would like to submit this letter 
which is in this file dated May 23, 1952. 

Prior to the writing of this letter and because of a number of com- 
plaints received from Templeton Knolls, our office caused an inspec- 
tion to be made of all of the complaints that we had received from 
veterans in Templeton Knolls. When we completed our survey of 
those complaints, the builder and a representative of the mortgage 
company were called in to our office. The builder was told in no un- 
certain terms that he must properly take care of all legitimate com- 
plaints that every veteran had, not only the ones who had complained 
to us, but all veterans. 

We were given very definite assurance in writing from the Spiller 
Construction Co, that they would take care of those complaints by 
July 14. 

Asa result of our investigation, as a result of the conference we had 
in our office, I wrote a letter to the Spiller Construction Co. and set 
as July 14 the date by which time he must have all complaints properly 
taken care of. If he did not complete them by that date, all certifi- 
cates of reasonable value would be withdrawn and he would get no 
further compliance inspections in his project from us. 

Mr. Treacve. Mr. Callahan, if Mr. Ham received this complaint by 
Mr. Meyer, what should have been the normal procedure, then? 

Mr. Meyer, when was this first complaint? Make an approximate 
guess as to the date. 

Mr. Meyer. The same time right after we got the notification that 
we were going to have to pay more on these homes. The date. is in 
my original testimony. I do not have that, the date of when Mr. Ree- 
side called us in and said that Mr. Weiss wanted to know how we felt 
about an increase in price and the fact that they thought they could 
break our contract, that he did not know but there was a possibility of 
breaking our contract. It was right after that I went to the Veterans’ 
Administration and asked them whether that was true. I wanted to 
know whether I had a firm contract. I thought I would like a personal 
visit rather than send it by mail. 

Mr. Teacur. That was some time in 1950; was it not ? 

Mr. Meyer. I think it was August of 1950, sir. 

Mr. Meapows. The first increase was in August 1950, $10,000 to 
$10,500. Would that be the one on the basic house ? 

Mr. Meyer. August 1951. 

Mr. Tracve. Mr. Callahan, what should have happened, according 
to the procedure set up in your office when Mr. Ham received this? I 
realize you get all kinds of complaints, but it seems to me if you get a 
complaint regarding a floor, that it would be enough of an item that 
it should be looked into. 

What would have been the normal procedure in your office ? 

Mr. Cattanan. If we had received that complaint, we would en- 
deavor to, as quickly as possible, go out and investigate the complaint. 

Mr. Barker. In writing. 

Mr. CaLitanan. But we have asked that the veteran put the com- 
»laint in writing and make it a matter of record in the docket. That 
ee two purposes. I knew if that were in the docket, and if I had to 
get the builder what was right with respect to the complaints of that 
sort prior to the authority given me on April 23, and had he had to 
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resort to a civil suit, the file could be subpenaed and their complaint 
would be in there as a matter of helping the veteran in any court. 

We have been hampered by being understaffed and there are many 
heavy complaints. We have had to surmount every obstacle in that 
Washington office that you can think of. 

Mr. Tracur. Have you had more complaints in any other project 
than Templeton Knolls ¢ 

Mr. Catitanan. I don't know whether we have had any more, but 
certainly as many. 

Mr. Meapows. Mr. Callahan, there is another problem out there 
which perhaps we would like to discuss. That is with regard to insu- 
lation under the crawl space in the houses with no basements. In a 
letter dated August 22, 1951, from the Spiller Construction Co. to the 
Veterans’ Administration, they requested that they be authorized to 
omit insulation of the under side of the floor in crawl spaces and 
substitute felt on earth pegged, which is to act as a vapor sheet. 

In a memorandum dated September 18, 1951, from Mr. Smith, he 
recommended approval of omitting insulation and the laying of 55- 
pound roofing felt on the ground and reducing the ventilation of the 
crawl space. 

In the second paragraph of the letter dated September 25, 1951, from 
Mr. Barker to the Spiller Construction Co., he approved the elimina- 
tion of the insulation under the first floor andthe substitution of 55- 
pound paper pegged to the ground. 

At that time, he also requested additional information from the 
builder as to what he proposed to do to reduce the ventilation in these 
crawl-space houses. 

Subsequently, this matter came under consideration again, and 
on February 4, 1952, Mr. Dorminy, Acting Chief Construction Analyst, 
wrote to the Spiller Construction Co. and reversed the stand of the 
Veterans’ Administration on this particular point of under-floor insula- 
tion in the crawl-space houses. 

In the second paragraph, it reads: 

For the insulation of the under side of the floor joists, in checking the files, 
we find this information is set forth on the specifications and also has been 
taken into consideration and the values established on the Templeton Knolls 
project. We therefore are not at liberty to waive the requirement without a 
reevaluation of the houses, 

This whole subject of insulation comes into the other question of 
cold houses and the question of heating. In checking into the project, 
we have two questions that arise. One, the wisdom of the deviation, 
the justification of the deviation, and the purpose of the deviation. 

Then, we have the second question: Even after the deviation, did 
the builder comply with the new requirement which was granted 
during that interim period to lay the felt ¢ 

In inspecting the project, we find two conditions there. We find 
some crawl-space houses that nothing has been laid on the floor. There 
is no insulation, nothing laid on the ground. We find others where 
they had a paper which appears to be about a 15-pound weight paper, 
which is a little heavier than a heavy wrapping paper, has been laid, 
and it has deteriorated in about 2 months. 

People examining this paper have told us that it would probably 
last about 2 months in that sort of condition. That is the picture 
there of one where some sort of paper Was laid, but it has deteriorated 
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completely within a short time. In other cases, we find no felt of 
any nature being laid. 

So we have the two questions. First, what justification would there 
be for a deviation of that nature ¢ 

We understand some of the owners have subsequently placed insula- 
tion under their own floor at a cost of about $50, and the material 
and workmanship would be about $50 per unit on this sort of a 
deviation. 

What justification would there be for this sort of a deviation 4 

Mr. Smirn. The Veterans’ Administration has adopted the Federal 
Housing Administration minimum construction requirements or 
building code. The minimum construction requirements set up this 
specification as an alternate. In other words, they require a certain 
amount of ventilation. It is a technical question. I don’t think you 
want to go into that here. 

In lieu of this required ventilation, they have said that we can 
specify 55-pound roll roofing to be spread on the ground and reduce 
the ventilation by 90 percent. That serves two purposes. It pre- 
vents moisture from rising from the ground, and it prevents so 
much air from going under the floors and thereby gives you a much 
warmer house and a possible saving on your heat loss which makes 
your fuel bill smaller. 

As to the insulation, our requirements are technical in nature. A 
very light weight of insulation paper would meet our requirements. 
When you get down to that minimum requirement for insulation in 
the floor, the cost of the paper will offset approximately the cost of 
the insulation that would be required. 

We are of the opinion, however, that we actually get a better job 
and give the veteran a warmer house by leaving the insulation out 
because it is necessary to warm that area up in there in the winter 
time. 

Mr. Mrapows. With the question of the weight of the paper, ap- 
parently in your letter you do not leave the builder any leeway. 

Mr. Sairnu. No, sir. 

Mr. Meavows. The deviation authorized by you requires a 55-pound 
felt. 

Mr. Sairn. That is correct, and if 15-pound paper were used, it 
should not have been accepted. 

Mr. Meapows. If it is found nothing was used, there would be a 
violation, would there not ? 

Mr. Smiru. Certainly. If we do not have the paper on the floor, we 
should have the insulation under the floors. 

Mr. Meapows. The way the picture looks to us is we have several 
houses that have no felt on the ground. Some of this 15-pound paper 
is down, and I am not prepared to say whether the price would approx- 
imate the other price for the felt as compared to the insulation, but 
you have the added element of labor. Whereas, apparently this paper 
has been taken under the floor and rolled out on the ground, which 
would be an additional cost. 

It is difficult to establish the exact amounts involved in this case. 
Again it is a thing that favors the builder, definitely. It cheapens 
the construction of the house—regardless of the merits of the insu- 
lating device, that is. 
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Mr. Smiru. I do not think it particularly changes the amounts 
involved, the dollar amounts, but I think in the final analysis the 
veteran will have a better house from an over-all standpoint with the 
proper weight paper on the ground and the ventilating area reduced. 

I can refer you to the Federal Housing Administration which has 
adopted that and recommended it highly in lieu of insulation in the 
floors. We feel we are definitely doing the veteran a favor when we 
make this requirement. 

Mr. Meapows. What is the explanation for your subsequently re- 
versing it here on February 4, 1952 ¢ 

Mr. Smiru. I did not reverse it. Mr. Dorminy did that when I 
was on vacation. I have no explanation as to why he did it. 

Mr. Mreapows. You would not have reversed it yourself ? 

Mr. Souiru. No, sir. 

Mr. Mreapows. There is one other question we should raise here 
while talking about crawl-space houses. What is your understanding 
about tapping a sewer in that particular area in Prince Georges 
County for the purpose of draining these crawl spaces? Apparently 
there is a problem which has arisen of water collecting there. There 
is an indication that the workmen’ tapped the sewer to drain these 
spaces. 

Mr. Smirn. That is a violation of the Washington Suburban Sani- 
tary Commission’s regulations. 

Mr. Meavows. Here is a photograph which we took of what appears 
to be an obvious sewer tap. Also some of the home owners have told 
us positively they saw the sewers being tapped for this purpose. In 
other words, the sewer has been broken into and left open so that it 
will drain the craw] space. 

I wonder what we can do or what the Veterans’ Administration can 
do to rectify that sort of condition. We do not know how widespread 
it is. Weare positive it has occurred in a number of instances. There 
is a picture there. 

Mr. Callahan, what do you think about that? Would the plumbing 
inspector of Prince Georges County cooperate with the Veterans’ 
Administration on matters such as that ¢ 

Mr. Carvanan. If he could, I think he would. I think the Sanitary 
Commission would. Very definitely it isa violation. They would step 
in and prosecute under the violation, I am certain. 

Mr. Meapows. Mr. Smith, do you recall reading this letter about 
the contemplated action with regard to certain of these deviations? 
Do you recall whether this particular instance of leaving out this 
felt in certain of these houses was discussed 4 

Mr. Smiru. No, sir. We did not discuss all of the items of com- 
plaint in detail. Mr. Imirie and Mr. Wynkoop, of our office, were 
assigned the duty of investigating all of these complaints. I do not 
know where that particular item was that was involved. 

Mr. Mrapows. I want to touch briefly on another question that has 
arisen. That has to do with these stair treads and the substitution of 
his metal handrail for a wooden handrail. 

In your correspondence, you indicated you accepted the substitu- 
tion because it was not a major item of cost involved. There was not 
too much difference between the price of the rails and the price of the 
stair treads. 
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Nevertheless, we have ended up in some of these homes with pine 
stair treads in the living room coming down and very poor handrails. 
These handrails are very poorly installed. We note they are being 
installed in much better fashion in the later homes than the earlier 
ones. They are loose and not installed in such a way they are going 
to stay there. All you have to do is shake them. 

This particular one is Mr. Meyer’s home. You will note it has 
very poor quality stair treads. There are big knets in the stair treads. 
I don’t know what you would feel would be the builder’s obligation, 
but I would like for you to look at that picture. 

What do you think about that, Mr. Callahan ¢ 

Mr. Catitanan. The question here is the substitution of the iron 
rail for the wood ¢ 

Mr. Meavows. That was part of the deal. Apparently the deal was 
this: there was the wood rail originally which was required. There 
is some discussion about the iron rail costing more money, therefor 
we will put in the iron rail and change the oak stair treads to pine. It 
seemed to be some sort of a trade. The reason given is due to the cost 
of the old stair treads that he wanted to substitute these pine treads and 
substitute this metal rail for the handrail. 

Then we end up in some houses with a very poor quality of pine 
stair treads which are quite unsightly in the living rooms. It is a 
question of whether that is a reasonable deviation. It is not a major 
matter. 

Mr. Catxanan. If I had to decide as to whether I would allow the 
builder to put in pine treads if he had an oak floor just simply because 
he asked me to do it, I wouldn't do it. 

Mr. Meapows. These pine treads come down into this beech floor 
here. It is quite unsightly because of the variation in the type of 
wood. The main question raised there is the question of whether he 
even used a good grade of pine tread, whether it should have been 
authorized in the first place. 

Mr. CaLttanan. Your question to me is was this thrown out by the 
inspector because of the pine, or should it have been ? 

Looking at the picture, I would say yes. 

Mr. Meapows. It is one of the points we hope will be considered in 
this relationship that you now are having with the builder. That is 
my reason for bringing it up. 

The next point is this: The point raised by Mr. Barker on the credit 
for equipment. Ina memorandum dated February 8, 1952, Mr. Ralph 
Cooper, acting chief construction analyst, recommended approval of 
the basement, omitting certain items subject to furnishing laundry 
trays. He set a value for all the equipment in the house. ‘These values 
were as follows: 

Venetian blinds, $70; stove, $80: refrigerator, S150; washing mach- 
ine, $150; shrubs, $50. 

Now, we have a question: What is the obligation of the builder, and, 
as I understand it, it is customary throughout your procedure and your 
certificates of reasonable value to set the value for this equipment. 
What is your regulation with regard to giving credit for this equip- 
ment? Should the veteran furnish his own or not take this equip- 
ment? What is the obligation on the builder ? 

Mr. Catnanan. He should give the credit for the different equip- 
ment that appears on that certificate of reasonable value. 
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Mr. Meapvows. He should give that particular credit and should not 
knock off $20, $50, or $100 at his own discretion ¢ 

Mr. CaLuanan. No. 

Mr. Meapows. I am going to read some cases in this particular de- 
velopment, but also we have received c omplaints throughout the Wash- 
ington area on this particular problem. As a matter of fact, I went 
to one of the larger developments that has homes for sale now and 
asked the sales agent what credits he would give me. He told me none, 
that there would be no credits given if I fur rnished my own equipment. 
It is a widespread situation in this area. 

Has it come to your attention before ¢ 

Mr. CaLLanan. I do not pay much attention to what the salesmen 

say because they will say anything in an attempt to sell a house. 

‘Mr. Meapows. It usually turns out that way. As the deal develops, 
that is what happens. You do not get credit. 

Let me read some of the cases in Templeton Knolls. These are 

‘ases Where purchasers were given smaller credits than those speci- 
fied by the Veterans’ Administration for the equipment. 

Mr. Catiauan. Am I going to have these cases come to us for ad- 
justment ¢ 

Mr. Mreapows. I do not know. 

Mr. Treacur. We do not know what you have. We have run into 
this all over this whole Washington area. It seems to me some of it 
would have come to you. 

Mr. Meapows. From nothing up to $50 on a stove. 

Mr. Barker. We had some difficulty on that. I think the explana- 
tion of this salesman to you was the fact that most of the builders, 
rather than argue over questions of allowances made, took the posi- 
tion that they had bought so many pieces of equipment for so many 
houses, and because of the difficulties that they were having with the 
Veterans’ Administration on the allowances, that the veteran had 
to take what they were furnishing even though he may have had his 
own equipment, rather than to allow them anything. Many veterans 
wanted larger refrigerators, or they had their own, or any other 
piece of equipment such as that. It was a headache from beginning 
to end on adjusting these allowances. 

Most of the builders now have taken the attitude that is what there 
is and then you can sell it, give it away, or anything. 

Mr. Meapows. That was not the representation made to me. There 
was no understanding that I would get the equipment. 

Mr. Barker. You would get the equipment in there. 

Mr. Mreavows. In some of these cases out there, the owners at 6104 
Longfellow Street stated this: “We have received no credit on a 6-foot 
Norge refrigerator,” so they kept it and sold it. 

The builder told them the washer did not operate satisfactorily 
in the kitchen, that they would have to install it in the basement or 
else take a credit. They took a credit of $121.60, which is less than 
established, and they bought a different model of the same make for 
$339.95. 

The owners at 6100 Longfellow Street took a credit of $125 for a 
6-foot Norge refrigerator and paid the Colonial Investment Co. $235 
for an 8-foot cubic refrigerator. 

The owners at 6012 Longfellow Street also took a credit of $125 
for a 6-foot refrigerator and paid $235. 
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The owners at 5902 Longfellow Street had their own refrigerator 
but stated they were refused any credit and would have to try to sell 
it. 

The owners of 5904 stated they were given credit of $125 for an 
8-foot box. The owners at 5605 stated they were given a credit of 
$100 for the Whirlpool washing machine which had a value of 
$1! 50. 

The owners at 5607 Sixty-second Avenue, stated they actually re- 
ceived only a $100 credit for the Whirlpool washer after the salesman 
had promised $120. 

The owners at 5609 Sixty-second Avenue stated they paid the 
plumber an additional $36 to install a washer in the basement. 

The owners at 5606 Sixty-first Place were given a credit of $60 
for the refrigerator or rather the gas range and $100 for the re- 
frigerator. He had to install his washer himself. 

The owner at 5600 Sixty-second Street received a total credit of $260 
for the range, refrigerator, and washer, although according to the 
figures set by the Veterans’ Administration it should have been $380. 

Various variations of that particular thing have occurred all the 
way from giving nothing to giving a partial credit, $50 apiece, and 
that sort of thing. 

Your statement, Mr. Callahan, is that if the credit is given, the 
full credit should be given as established ? 

Mr. Cattanan. Definitely. Let me state that nothing would please 
me more than being able to do a perfectionist job with the regulations 
lived up to 100 percent and everything in order. But we have the 
problem of policing and not being able to get qualified people and 
enough people. We have had that “all along over the whole time that 
I have been with this section, and that has been since the beginning 
of the act. Unfortunately, our own people in the central office are 
almost as helpless as I am to control the situation of furnishing these 
various operating offices with the proper personnel either by grades 
or by heads to police the job satisfactorily. 

I do not sit up here smugly and say that we have done a fine job. I 
know all of the pitfalls. I have taken 71% vears of beating from every- 
body that can talk and lash me with unpleasant words. That is the 
main problem. 

Mr. Meapows. Do you feel the directive you have received from 
the central office, and I presume you have read the amendment which 
was placed in H. R. 7656 which gives the Veterans’ Administration 
definite authority to take punitive action against a builder or lender 
who has previously failed to carry out his agreements and obliga- 
tions—do you feel that sort of authority will assist the Veterans’ Ad- 
ministration in dealing decisively with a builder who has a pattern of 
default ? 

Mr. CaLLaHaAn. Y es, sir. 

Mr. Barker. May I make a statement on that? Unfortunately, a 
lot of these regulations, while for the veterans’ protection, actually 
work against him. In the beginning you mentioned about six prop- 
erties out there that were rejected. The Veterans’ Administration 
was accused not of trying to protect the veteran but of aiding the 
builder in helping him sell other properties at a higher price, which 
was not the case. 

Mr. Meapows. Is your statement that that did not happen? 
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Mr. Barxer. I do not know whether it happened. The point I am 
trying to bring out is a question of rejection. Suppose, for the sake of 
argument, this builder in Templeton Knolls, whom I have always 
found to be very cooperative while I was there, refuses to do anything. 
There is no way under the law that he can be forced. I understand 
there are 56 houses still available to the veterans, exe mpt from regula- 
tion X. If he refuses to take care of Mr. Meyer’s house, he is cut off, 
but what is going to happen to these other 56 veterans? You are go- 
ing to have them calling up their Congressman and putting the pres- 
sure on the regional oflice to get in. They are not worried about Mr. 
Meyer. ‘They are being denied a house because Mr. Meyer has a com- 
plaint. I don’t know how you are going to get around that- 

Mr. Meapows. I think your observation is true under present cir- 
cumstances. But in the present act or the bill which passed the House 
of Representatives yesterday, it gives specific authority to the Vet- 
erans’ Administration to take certain punitive action against the 
builder who has theretofore failed to comply. There is a possibility 
of not committing the Veterans’ Administration any further in the 
future. 

I agree, for this group that we are involved with, what you say may 
be true; that the solution of refusing to go through with these deals 
which veterans already have committed money to is not altogether a 
happy solution. But certainly the Veterans’ Administration would 
have authority to discontinue or to draw a line on any dwellings which 
had not been committed to a veteran. 

Mr. Barker. We rejected several entire projects in this ares 

Frankly, we went through hell with Congressmen and everybody 
else trying to explain why these veterans were being denied the house 
of their choice because they did not meet our minimum construction 
requirements. 

Mr. Meapows. Do you remember any of those specifically ¢ 

Mr. Barker. Quaker Park Estates. We had Senator Byrd, Con- 
gressman Smith, and I don’t know how many others. 

Mr. Smirn. Chestnut Hills. 

Mr. Barker. The veterans do not want to be protected. 

Mr. Meapvows. They come to the representative and insist that they 
get in‘ 

Mr. Barker. That is right. I have had calls at home, week ends, 
begging to have me pass a house that had some minor exceptions, and a 
few things like that. 

Mr. Catnanan. Another very unhappy situation we have no control 
over 2s atever is as to the type of contract, the reservation, or receipt, 
that a veteran will receive from a builder, a developer, or a realtor 
when he thinks he has purchased a house. 

Mr. Meapows. What would your view of authority be for the Vet- 
erans’ Administration which would give authority not to dictate the 
terms of the contract but to supervise the contract to assure that the 
contract form being used by a builder is a reasonably decent, equitable 
agreement for two honest people to enter into? 

Mr. Catnanan. For 2 years we have been requiring a builder, at the 
time he gets a committee appraisal for a group of houses, to submit, 
along with his plans, to us, the type of contract he is going to use. 

Mr. Meavows. You felt you had authority to then go back and tell 
him that it was inadequate this way and the other ? 
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Mr. CaLttanan. We get the contract he is supposed to use, but we 
do not have any contead on whether it is a pre contract or merely a 
receipt for the deposit the veteran puts down. 

Mr. Meapows. What would be your view as to authority that would 
allow the Veterans’ Administration to have some say about the con- 
tract form? There is considerable difference in having authority re- 
lating to the form of the contract than actually dictating the terms 
of a contract, is there not? 

Mr. Cauitanan. In the act of 714 years ago and at that time we were 
nearing a state where the demand of the veteran to get a roof over his 
head was great, but it is not as great now. The ouly way that I can 
see to control that is to insist, where the demand is not too bad, that 
he wait until the house is thoroughly completed, inspected, and he has 
a chance to inspect it himself before he ever accepts it. As to whether 
he is going to sign a contract with the builder so that he can be cer- 
tain when that house is finished, you cannot control that. 

Mr. Teacur. Did you not have the authority to require certain 
things be in the plans and specifications or in the contract? A lot 
of your specifications have nothing about the heating system. Could 
not the Veterans’ Administration have something covering the heat- 
ing systems ¢ 

Mr. Catianam. Surely. 

Mr. Teacur. Out in Templeton Knolls, the plan said nothing about 
the heating system; is that correct? 

Mr. Meapows. We have been unable to find the heating plan for the 
first 80 houses. We subsequently found a revised heating plan which 
was submitted later to make certain corrections, but we can’t find the 
heating plan for the first 80 houses. We are just getting ready to 
discuss another point that is quite nebulous in regard to the plans that 
have caused a problem. 

Mr. Teacur. Is there any way that you could tell how thick a con- 
crete floor is after it is poured? 

Mr. Catnanan. Not unless you take a cold chisel and dig. 

Mr. Tracur. We have found a few where you could take a broom 
and run through the concrete floor in the basement. Would you 
have had the authority to set up some kind of an inspection system 
where you would know what kind of concrete flooring was poured in 
the basement ¢ 

Mr. CaLLanan. Yes. 

Mr. Teacur. I do not know whether what we found was an isolated 
case or not. 

Mr. CaLuanan. Let me recite a case. Our inspector could be on 
the job and watch the builder pour a certain floor to see that it was 
the proper thickness. But he cannot be there all the time. 

I had a meeting, or I attended a meeting in my office within the 
week, where we were briefing the inspectors as to what to watch for 
and to be more careful and admonished them, as we do right along. 
One of the inspectors said that he happened to go to this subdivision 
at a time when he was watching the masons back up brick with cinder- 
creet. It was an inferior cindercreet and done loosely. He stopped 
the whole job immediately and went to the foreman or superintendent 
and raised a lot of Cain about it. The superintendent said, “Do it 
right,” and they started to do it right and promised the inspector that 
it would be done right. 
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He was back on the job again because he did not think that it 
might have been done right and in the next 2 or 3 days they were do- 
ing the same thing. 

He has stopped the whole works with respect to that. 

The point I mean to bring out is this: that we do not have sufficient 
men to stay right on the job to watch everything that is done. An 
over-all builder might say, as he probably has to say, he depends on 
his superintendent and the superintendent is off somewhere smoking 
while the actual workmen were doing the job. It is a vicious circle. 

Mr. Mrapows. There is another problem in regard to the screens 
on the basement windows. This situation is somewhat unclear as the 
original plans and specifications do not have a place for basement 
screens. So the original specifications were silent on the basement 
screens. 

We have not examined every contract, but we assume it is the 
standard form, the contract which the veteran signs which says that 
he will receive a certain list of equipment and screens for all exterior 
openings. 

Then, as you will recall, these houses were appraised initially as 
crawl-space houses. The basement wasn’t in the picture at first. When 
the builder asked for an appraisal for the basement, the appraisal 
was made and the appraisal report stated that the evaluation was set 
on the basis of “all windows and doors above the foundation to be 
screened and caulked.” 

Then later on the certificates of reasonable value were issued and 
they had “all windows and doors above foundation to be screened.” 

Then all through the file we continue to have statements that the 
allowance for the basement is based on screens for all openings. There 
has been considerable difficulty between the builder and the veterans 
because there are no basement screens in the project at all. 

Mr. Catuanan. The specifications call for screens for all openings. 

Mr. Meapows. The file shows a letter was written to the builder 
when the value was set for the basement. It specifically said that all 
‘asement windows with screens. That is in a letter dated September 
27, 1950, which established the value for this basement. The file clearly 
indicates that the values were based on screens for the basement. 

The contract which the veteran signed said all exterior openings 
would be screened and yet we find there are no screens out there. 

There apparently has been a continuous controversy between some 
of the home owners and the builder as to whether they should be pro- 
vided. 

What is your opinion as to whether those openings should have 
screens ¢ 

Mr. CaLLAnan. Basement houses should have screens. 

Mr. Meapows. Do you recall whether this particular point was 
covered in this conference ¢ 

Mr. Situ. No, sir. The mention of screens was not developed in 
this conference we had with the builder. 

Mr. Tracur. Do you remember this controversy over screening 
coming to your attention ? 

Mr. Barker. I do not recall on Templeton Knolls. When we origi- 
nally started none of the appraisers figured screens on basement 
windows. Consequently when we started our own cost breakdown we 
did not figure them in. Federal Housing Authority did require them 

















260 VETERANS’ LOAN GUARANTY PROGRAM 


in most cases. So trying to get in conformity with Federal Housing 
Authority in that regard, in most cases we started requiring screens 
for basement windows. However, it was not definite on all projects. 
It was handled on an individual basis. 

Mr. Meavows. In this case, the file is clear the original evaluation 
for the basement was set, based on the basement windows having 
screens. The certificates of reasonable value so state. 

Mr. Barker. There could be some omissions. For example, the 
inspector does not know. Later on, we tried to send a copy of the 
certificate of reasonable value to the inspector. In a lot of these cases, 
the builder never saw the certificate of reasonable value. It was given 
to the lender. We tried to harp on the builders they should look these 
over, and if there were any questions as to equipment, they should 
immediately call that to our attention. In most cases it was not called 
to our attention until they were ready to settle. Then the question 
arose. We had to settle it then. It was lack of information more than 
anything else. 

Mr. CaLttanan. My statement was made on the trouble I had with 
another subdivisional area, not this particular Templeton Knolls 
area, where there was a mixture of basement and nonbasement houses 
and the specifications simply said, screens for all openings. It turned 
out that the basements were not equipped with screens. I had so much 
trouble with complaints with respect to that that I attempted to force 
the builder to put the screens in the basement houses. However, I 
am informed that it was not a part of the minimum requirement. 

Mr. Teacue. In the letter of May 22, Mr. Barker wrote the builder 
a long list of items. One of them is, screens for all windows and door 
openings. 

Then in the appraisal report, VA Form 4—1803, dated May 23, 1950, 
is a list of required items. In there is is, all windows and doors above 
the foundation to be screened at cost. 

In the certificate of reasonable values, VA Form 4-1803, dated 
October 13, 1950, requires all windows and doors above the foundation 
to be screened. 

In a letter of September 27, 1950 from Mr. Barkley to Barker, it 
recommends an allowance of $750 for adding a basement to these 
houses, subject to including certain items, one of which is 3-inch 
sealed casement windows with screens. 

Mr. CaLitauan. The language is very conclusive. 

Mr. Barker. That was definitely a requirement after that $12,500 
value had been established for the basement house, or rather the non- 
basement house, and the $14,000 for the basement house. 

Mr. Teacur. Mr. Callahan, do you not think the Veterans’ Admin- 
istration should have some requirement where the original specifica- 
tions would have said whether there would be screens or not! 

Mr. Catnauan. Very definitely. We tried to make those arrange- 
ments in the specifications as complete as possible. 

Mr. Barker. May I make a statement here ? 

When the Veterans’ Administration assumes a responsibility—I 
believe it is the House Act of 1950 that gave them the responsibility 
of closer inspection on houses such as that. Unfortunately, the per- 
sonnel was not increased to take care of the responsibility. In other 
words, they assumed they conld do something but they could not cope 
with it. 
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I wrote many letters and made many verbal requests for sufficient 
personnel. We were running around like chickens with our heads 
chopped off without being able to accomplish what we wanted to do. 
We did not have the manpower. Any new regulations or anything 
else gotten out to correct this situation is not going to help at all unless 
you have enough personnel in the Veterans’ Administration to take 
sare of the job. 

Mr, Treacur. There is no question that is true. We are trying to 
write some new legislation. We are interested in these basic things 
like your plans, the complaints, what happens within your office, 
whether you require certain plans and specifications, and also the 
fine print and that kind of thing. 

Mr. Barker. We did not have the time for that. Complaints are 
natural with real estate, but the Veterans’ Administration never had 
any regulation, any procedure, any personnel, to handle that. I wrote 
the central office in 1950 requesting that a complaint department, more 
or less, be set up where everything would be screened through one 
person rather than going to th’s one : ‘and that one. 

A lot of cases never reached the loan-guaranty section. For that 
reason we insisted every complaint, and “Mr. Ham should have told 
Mr. Meyer this—he should have seen an attorney if there was any 
question on his contract, because we could not give legal advic ‘e, and 
the other thing was to write a letter either to the Veterans’ Admin- 
istration or preferably one to the builder in regard to his complaint 
and a copy of it to the Veterans’ Administration. In that case, we 
could take care of it. We would not take care of the personal contact 
and calls that were coming in by the hundreds. 

Mr. Smrrn. I would like to supplement Mr. Barker’s statement with 
this: When I came to work for the Veterans’ Administration, I made 
a count of the number of houses under construction at that time. At 
that count it was 9,786 houses in over 200 projects. We had three 
construction analysts. That was just about a year ago. Each one 
of those construction analysts’ jobs have changed at least twice because 
at a grade 9 it is impossible to keep a competent man on the job. You 
can readily see that it is impoersible for three men who are constantly 
being replaced by other new men to cope with such a situation. 

Mr. Tracvr. Is that true throughout the loan guaranty program, 
as far as it is concerned¢ I mean as far as salaries are concerned? 

Mr. Smiru. That is right. 

Mr. Treacue. Anybody pg will not work in the Veterans’ 
Administration when he could get a better job somewhere else? 

Mr. Suir. That is right. They go to other jobs at a higher salary 
or go to private industry with half as muc h or twice as much money. 

Mr. Barker. Any regulation the Veterans’ Administration puts out, 
and they were few and far between for the veteran’s guidance, indi- 

cated he should contact an attorney; that the Veterans’ Administra- 
tion could not do anything to help him; that we did not guarantee 
the house, that he would be happy in it. This is all that was ever put 
out in the way of literature. 

Mr. Teactr. W ag? you leave that for the record? 

Mr. Barker. Yes, si 
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(The material referred to follows :) 


To THE Home-Buyine VETERAN 
Veterans Administration, Washington 25, D. C. 
VA Pamphlet 4-5, June 1950 


If you intend to buy or build a home with a loan guaranteed by the Veterans’ 
Administration under the GI bill, here are some important things to keep in 
mind for your own protection. 

First and foremost, you must realize that you are obtaining a loan which must 
be repaid, just as you must repay any money you borrow. The VA guaranty, 
which protects the lender against loss, encourages him to make the loan at a 
very low interest rate and with only a small or no down payment. But if you 
fail to make the payments you agree to make, the Veterans’ Administration 
must pay the loss to the lender, and the amount paid by the Veterans’ Administra- 
tion must be repaid by you. Any compensation or pension to which you may be 
entitled could be withheld in whole or in part until such debt is satisfied. 

Do not overobligate yourself. In addition to your monthly payments of in- 
terest and principal, it will be necessary for you to pay real estate taxes and 
insurance. You will also have to pay for repairs, heat, light, water, and other 
utilities. If you already have other debts such as a loan for furniture or an 
automobile, consider whether it would be better for you to wait until such other 
obligations are repaid. Remember that you have until July 25, 1957, to use 
your guaranty entitlement. 

The Veterans’ Administration does not warrant that the home you buy is a good 
investment. It is one of VA’s jobs under the law to see to it that the price you 
pay for your home is reasonable in comparison with current local prices, but 
the Government does not guarantee the condition or quality of the home or its 
equipment, nor can it guarantee that you will be satisfied after you buy the home. 

Check carefully the condition of the house you propose to buy. The “Check- 
lists” on the following pages show you many of the things to look for. If you 
are not familiar with housing construction, ask a reliable person who can give 
you good advice. 

Be sure you understand the sales contract and other documents you are asked 
to sign. Protect yourself by seeking good advice before you sign the papers and 
before you part with a deposit. If you make a deposit, be sure the paper you 
sign calls for a refund if you find later that you are unable to obtain a GI 
loan. 

Remember that the purchase of a home will probably be the biggest invest- 
ment in your family’s lifetime. Do not treat it lightly. 

If you need further information the Loan Guaranty Officer at the VA regional 
office serving your community should be able to help you. 

Carv R. Gray., JR., 
Administrator of Veterans’ Affairs. 


VETERANS’ CHECKLIST FoR USE IN BuYING on Buripine A Home 


This checklist is offered to aid you in selecting your home. The list does not 
cover everything but does include the principal items which you should consider. 
Characteristics of property (proposed or existing construction) 

Neighborhood.—Consider each of the following to determine whether the loca- 
tion of the property will satisfy your personal needs and preferences: 


Convenience of public transportation__.._...._.__._-.----._--_------------_. CJ 
Stores conveniently located____...---- Bath NM BOS HB a weg a Mt Be 
Elementary school conveniently located__.._.......----..-----.---- jaa CJ 
Absence of excessive traffic noise____- bunditidiinted ae a tetilypenamnansnideitvtihl CJ 
Absence of smoke and unpleasant odors__..-..-....--_.---------~_~ eee 
Play aren avaliable Ger Gc. iintenccectnranrtdterdttitucannnmetasa CJ 
Pee. eth Se |, ree crete tnerentennegperenccstnareneames L 

Residential! usage safeguarded by adequate zoning___-__~_-~- SEN ee eee re 
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Lot.—Consider each of the following to determine whether the lot is sufficiently 
large and properly improved: 


Size of front yard satisfactory__............-._- eS iJ 
Size of rear and side yards satisfactory__-—_- odntetndeiecanetaantiqggiiinia a 
Walks provide access to front and service entrances OO SR CJ 
Drive provides easy access to garage.......____-_..__ iseieinnsanabantisiialiets 2 


it appears to Grain entiniaereriy nec eceee ths 
Poy gE es | Teer «ee a 

Exterior detail.—Observe the exterior detail of sniebhestns houses and de ter- 
mine whether the house being considered is as good or better in respect to each 
of the following features: 


Porches __ é-scinedinaaeranthaliaietniabenmndpaadiealanaaieee ae ot Oe Ee ae Ss 4 
METER sree dane sei Cae A ead Ce Se tot Sa LE 5 POTS ace en MSL <= 
Garage - uanaiia stdee Re SRS IE LE. Na = 
Gutters tc see She Sh salenabaantaneainnaeabadieme sain 
Storm sash isola eS ee eS Sa ee ee ee 
Weather stripping — sosiodeaniessab ates Sadeaiahiiaihidinainetin amined tas tem tanenniion ty BRAIN a 
Screens RAEI A PR A ORES, eB. Ce, * + ia Sh SE a Sa 

Interior detail.—Consider each of the following to determine whether the house 
will afford living accommodations which are sutficient to the needs and comfort 
of your family: 
Rooms will acconimodate desired furniture 
Dining space sufficiently larg ; 
At least one closet in each paieeeeics. sia iol =aeeres es a 
At least one coat closet and one linen closet _ aiih dente sh an 
Convenient access to bathroom ______-__-__ . gids dnd 
Sufficient and convenient storage space (screens, trunks, boxes, off-season 

clothes, luggage, baby carriage, bicycle, wheel toys, ete.) - f: 
Kitchen well arranged and equipped_____-- | 
Laundry space ample and well located____- bios oer ty RESee I eee sul 
Windows provide sufficient light and air_- | 
Sa ee CO ee a 


Condition of eristing construction 

Exterior construction.—The following appear to be in acceptable condition: 
Ween perek Maorw Ore mem 5 i es i 
oe aa eee ay See ee ee ae 
Gutters and wood cornice Salen btiitmredmenrenleitesdacoalmaien tans , atten, 
Wood siding a" . — . ° 
Mortar fjoints.......... ete «ASE =a a . ‘ 7 
Re ere eee hittin icles athat hhh sijiatinsentpilae tlinemenaisiaibih adits cilincts tniniendiin th LJ 
0 ee IE Eee ale eae Se or ae ee ee ee 
Paint on exterior woodwork__ Shen 


Interior construction: 
Plaster is free of excessive cracks a 
Plaster is free of stains caused by leaking roof or sidewalls 
Door locks in operating condition hkl. ‘ 
Windows move freely 
Fireplace works properly iRebie 
Basement shows no sign of dampness oe: . : , 
Mechanical equipment and electrical wiring and switches in operating 
condition . 
Type of heating equipme nt suitable 
Adequate insulation in walls, floor, ceiling or roof 
The following appear to be in acceptable condition : 
Wood floor finish 


Linoleum floors 


Sink top 

Kitchen range 

Bathroom fixtures 
Painting and papering 
Exposed joists and beams 
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A financing checklist—Relate these figures to your assets now and what you 
estimate you can pay for housing in the years to come 


eet Scud eebesompepaaend apn analsineu-aaaptiaennanaisaioieadbeiahamacmantiees aie taatne eae 
I I ine 2, Ee ESL 
PT WI Raschapeinesanctestanemsiapystetstngicnencneranendperincsatibeianmaad * “abatanenaeies 
I Se a ecigeeiemian seca 
ee ae So, eS i kacnnenavibeaeiteninh” grein 
I oe aa cetdsceaeeaieiaatin | Laesiinaaaaeeaall 


RN a dite techhchentembntingnint cet tbtetinhnennciitetsenlcntis » Valdeiislnititaasaisih Add these up 
Closing charges : to get 
Title search and clearance__......_~~-~- paneseneeints ) diedalalilinalt your total 
cian nacncinsot cists ectnsinnertnaicintedpiniehtimaiiig sx: aberainiiliiaieenall initial 
ER RIS LE EEE LE LAEGER EM Cae cost 
CS PP ARM Ils oa cic 


Size of monthly payment on mortgage__...-....--... ~~. 
Monthly payments on taxes and assessmentS_........  ~....-_ ~~ 
ee Te CS Ro cicnmmuietieeny: | laaeauiemuenenie 


eR ET ee cicadas” Neibpagliaiieen ai Add these up 
ES ELLIS. AIL ATEN A AE SE A CTT to get 
ES ee er ne eee ae ee i eee your total 
i LAL: SEITE LE ALIEN BOE TIE TOs monthly 
TIT ccctienttindietihtimeadddbasbamiianiesnncereneetamasitlets! iiediieinladdam cost 





a a eR NEI RET te Ee a 


Mr. Catnanan. We are speaking of complaints and trying to do 
a better job for the veteran regardless of the fact that I have been 
charged with favoring the builder, and if you will ask the builder 
about it, you will find that that is not so. Never have we been able 
to employ a land planning staff, and drainage and grading has been 
one of our worst headaches. 

The Federal Housing Administration has a planning staff. We 
have had to do that with little help and have had to depend upon 
the counties outside of the District to cooperate. Unfortunately, they 
have not been as strict with laying out plots, and allowing builders 
to open up raw land. We have been stuck with that problem. 

I am not a believer in trying to come down here and give you a lot 
of alibis. All I want to state in your hearings, sir, is that I and my 
staff—I alone have remained there since the Servicemen’s Readjust- 
ment Act. We have done the best job with the material and people 
that I have had to do it with. 

Mr. Tracur. Mr. Callahan, of course I cannot answer that. We 
do find in some areas that complaints are taken care of. You do not 
have this thing that has happened in Templeton Knolls of a man 
going ahead building homes and yet behind him are a bunch of homes 
with people who are dissatisfied and unhappy and feel like they were 
gypped. We found that in a lot of places where they did have plans 
and where the veteran got something and he knew what he was get- 
ting and the Veterans’ Administration knew. They knew whether 
window screens were provided or not. 

There are a lot of things like that where we do question what you 
did or did not do. Whether it was right or wrong, that is a matter of 
opinion. . 

Mr. Cattanan. There are questions that have come up to your com- 
mittee and to other representatives here and we are doing our very best 
to take care of every one of them. 
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Mr. Tracur. We feel as though if we put our problems before the 
public where they can see them, before the Congress, if we present 
what has happened to the veteran, and we are going to give the build- 
ers a chance, then in the end we will all come out in better shape. 
Whether Congress is wrong because it did not provide you the money, 
maybe that is true. Whether you did not do as good a job as you 
should, the public will decide yes or no. But in the end we wiil all 
come out better for having put it out where everybody can see it. 
We want to be fair with you and to the veteran and to the builder. 

Mr. Catnanan. There are a lot of justified complaints that at this 
moment have not been taken care of that we are doing everything we 
can to take care of. I fee! your committee has done a lot to help us take 
care of that with the small force we have. 

One thing please bear in mind that you, Colonel Teague, have had 
a lot of newspaper publicity in regard to the good things you have 
done for the veterans and you have been probably surfeited lately this 
year more so than at any other time because of that notoriety in regard 
to the complaint after complaint, and a lot of them are not justifiable 
complaints. They are things that could be done by the veteran himself 
as a home owner. 

I think in my last chat with Mr. Meadows before your committee 
left the regional office, he showed me quite a number of complaints. 

Mr. Teacur. We are going through the metropolitan Washington 
area showing what we have gotten. Then we are going to try to see 
if we cannot get together with the builders and get them to correct 
these things that everybody will recognize as legitimate complaints. 

Mr. CaLianan. So long as they are sifted to legitimate complaints, 
my office is with you 100 percent. 

Mr. Tracur. Maybe by the time Congress adjourns, if we have gotten 
enough corrections, a lot of the veterans will feel as though the veteran 
loan program turned out good for them. 

Mr. CarLanan. There are 42,000 veterans housed in this area in 714 
years. All of them certainly are not complaining, and the ones that 
do not complain, we do not hear about them. 

I am interested because there have been so many complaints here 
lately as to the percentage that bears to the over-all total. I do not 
think it is out of proportion. 

Mr. Tracue. There are many more here than there are in similar 
areas in the country. 

Mr. Catuanan. I can understand that. Metropolitan Washington 
is made up of a hodgepodge of constituents of every Member of Con- 
gress and they want action. However, there is delay in getting to 
them. 

This is the first place that they like. 

Mr. Treacue. Do you think anything we have presented here so far 
has been a complaint that is not legitimate ¢ 

Mr. CaLLanan. Very definitely not. 

Mr. Tracue. Let’s run on through them. 

Mr. CaLLanan. I was simply commenting on the sincerity of your 
committee but trying to point out to you in complying with what you 
request and with what my superiors request, we are doing everything 
humanly possible with what we have to do it with. 

Mr. Meapows. Let us talk about one other problem which has come 
to our attention here. You touched on it briefly a moment ago. That 
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is a broader problem, the problem of planning erosion and grading 
and particularly working into that naturally are the plans and speci- 
fications for improving the area, sodding the area. 

This set of plans and specifications over here is not particularly 
clear as to what actually should be done from this standpoint: That 
where the word “seeding” is used, there is no amplification of what you 
mean by seeding. It just says “seeding.” I assume we would resort 
to the minimum construction standards and would say that the builder 
is going to place topsoil and grade the area properly and bring up a 
stand of grass. 

Mr. Tracur. Is Mr. Weiss in the room? 

Mr. Weiss. Yes. 

Mr. Tracve. It is time that we recess. 

We can either come back this afternoon and hear you, or put it over 
to Monday. 

Which would you rather do? 

Mr. Weiss. I would prefer to put it over to Monday. 

Mr. Teacvus. Let us plan on hearing you Monday morning at 10 
o'clock. 

We will finish this erosion situation and come back Monday at 10 
o'clock. 

Mr. Mrapows. We will finish this point on erosion. This has to 
do with the plans and specifications and the obligation of the builder 
with regard to seeding and sodding. It is quite a serious problem, as 
you may know, in that ses area due to the nature of the area. 

It is a problem of the builder, I am sure. 

The original specifications called for front and side yards to be 
covered with 4 inches of topsoil sodded and/or seeded, the specifica- 
tions say. ‘The rear yard to be sodded and/or seeded for 20 feet in the 
rear of the building. 

Then in a letter dated May 22, 1950, Mr. Barker wrote to the Spiller 
Construction Co. and at that time he notified them that the $10,000 
evaluation was based on “lot to be sodded 10 feet up in the rear of the 
house; remaining areas to be fine graded and seeded and all terraces 
of 2 feet in height to be sodded regardless of location.” 

That, in effect, abridged somewhat or could be construed to have 
abridged the specification that the rear yard would be sodded 20 feet 
in the rear of the houses. 

The appraisal report, VA Form 1803, reads: 

Front yard sodded and spread; side yard sodded. 

They do not go into the business of spreading topsoil or fine grading 
or guaranteeing the stand of grass. 

In a letter May 25, 1951, from Mr. Weiss, he submitted a grading 
plan for 24 dwellings in block K. The second paragraph read: 

In this connection we understand that you require slopes of this character to 
be sodded. Inasmuch as we did not figure on sodding slopes but only sodding to 
a depth of 10 feet in the rear of the house, we would like to make this proposal, 
to wit, that we sod the slopes and seed the flat areas along the sides and rear 
of the house, of course, sodding the front of the house, to be compelled to sod 
the slopes would work an extreme hardship on us. 

There is a long-hand note: “Approved LHS, 11/6/51.” . 

A letter dated November 20, 1951, from the builder signed by Mr. 
Spiller asked permission to substitute seeding for sodding in blocks 




















VETERANS’ LOAN GUARANTY PROGRAM 267 


K, L, D, and J. Here he was asking to substitute seeding throughout 
the project for sodding. 

On December 20, 1951, Mr. Smith received a memorandum from Mr. 
Dorminy in which Mr. Dorminy refused to waive this requirement of 
sodding and said, “Rather we should have added to the requirement 
that all terraces, slopes, and grades of more than 10 percent slepe be 
sodded.” 

The final result of this exchange of correspondence was that Mr. 
Barker advised Mr. Spiller on February 12, 1952, based on proper 
inspection and recommendations approval is hereby granted for sub- 
stitution of grass seed for sod in blocks K, L, D, and J. 

It said that “it is understood all terraces and excessive slopes will 
be sodded.” 

Now we get into the question of what should have been done. You 
first have the specifications that indicate the rear yards should have 
been sodded for 20 feet in the rear of each house. These houses are 
set 40 feet apart which would have called for this area here to be 
completely sodded had that original specification been complied with. 

As you can see from the picture, the builder has apparently sodded 
10 feet. in the rear, which leaves an area of 20 feet down this rather 
steep alleyway open. Apparently that has been seeded, but it is not 
apparent that has any topsoil of any value. Therefore, we do not 
have a stand of grass. All through the area, there is a question of 
whether these terraces have been sodded. 

We are of the opinion that the builder has not complied with your 
directive that all terraces over 2 feet be sodded and, later, again, 
he was admonished to sod all excessive slopes. 

Then we have the further question of whether this deviation should 
have been authorized allowing the substitution of 10 feet of sod for 
the original specification of 20 feet of sod. 

That is the problem we are faced with. We would like your com- 
ments on why the deviation was allowed and whether you thought 
the builder had complied with the requirement that all terraces ought 
to be sodded. 

Mr. Smiru. Mr. Barker made the approval. So he probably wants 
to answer. 

Mr. Meapows. What would be the justification of authorizing this 
deviation ¢ 

Mr. Barker. It was my understanding all terraces were being 
sodded. This particular approval, as I recall, on the sodding was 
more or less the cart before the horse. Mr. Imirie had made an in- 
spection for me in that regard, told me that the seeding had been 
accomplished ; in fact, the grass was up and it was better than the sod. 
In other words, it was approved after it was completed and was up 
sufficient that it was satisfactory. 

The report that I had was it was satisfactory. 

Mr. Mravows. I believe these veterans have occupied these homes 
over a year now. I understand they just recently formed a pool 
and sodded the entire area. ‘Those homes have been occupied for 
over a year. 

Would it appear to you that those terraces in there, in accordance 
with you your directive should have been sodded ? 

Mr. Barker. According to the minimum requirements they should 
have been. 
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The difficulty we run into not only in this project but in a number of 
cases where it was seeded you could go along and you will see one 
or two yards, or one block that is very satisfactory where the veteran 
has put sufficient water on and taken care of it. In other cases, the 
veteran did not have a hose. Subsequently, the sod died out and it 
became nothing but mud, you might say. 

Mr. Meapows. We are advised by inspectors out in the project 
just a day or two ago for another reason that at the present time these 
yards are being sodded; that the sod is being laid on hard clay; that 
the sod is being rolled out on hard clay. 

Mr. Cattanan. This picture I have seen, not in Templeton Knolls 
but other examples, it goes to show poor land planning, the builder 
carrying out the terms of sodding his terraces. You would have a 
torrential rain and the next morning he would not have any sod there. 

Mr. Meavows. This builder made this request which you refused be- 

vause the results would have been disastrous, I assume, had you 
granted that he be authorized to seed the whole area rather than sod. 

What, in your opinion, Mr. Barker, is the difference resulting to 
the builder in the way of expense between seeding and sodding, par- 
ticularly where the question arises as to whether a good grade of 4 
inch of topsoil is being brought in? Which would you say would be 
most favorable to the builder ? 

Mr. Barker. Probably the seeding. However, if it is a good seed- 
ing job, your seeding job will be a much better job than a lot of the 
sod. 

Mr. Meapvows. That is the point we wanted to raise. 

The specifications themselves are inadequate from this standpoint 
or perhaps the minimum construction standards are better. Obvious- 
ly, if the builder did properly grade the area, bring in 4 inches of 
topsoil, put in a good grade of seed and insure a stand of grass, it 
would be of no particular advantage to him to sod. 

If, on the other hand, where you use the word “seeding” and there 

appears to be no requirement to carry on this other procedure, 
obviously it is greatly to his advantage to substitute seeding for sod- 
ding. 
The point is we hope that this particular situation will be studied 
carefully because we feel quite sure that the builder has not complied 
with the directives which Mr. Barker and Mr. Smith issued with re- 
gard to sodding the terraces out there. 

This is quite a rolling area, at least part of it is, and very serious 
problems are created. 

In the inspections which you are making and in your relations with 
the builder, I hope you will study this question carefully because we 
feel that the directions of the Veterans’ Administration have not 
been carried out. 

Mr. Barker. Did you find that generally out there because the in- 
spections I had made I found most terraces sodded. 

Mr. Meavows. You can see there the back of Longfellow Street 
which is a block long and the people have been in there over a year. 
You see the condition there. 

I just had a lady call me yesterday who is about ready to close a 
deal out there. She has been told that they want to defer the sod- 
ding; that they are not able to get to it because of the wet weather 
and it would appear to us there is the making of another complaint in 
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that she is going to accept the house without sodding being properly 
done. 

Now, the question arises: When will it be done? 

Mr. CaLtLanan. The great fault I have found—I make it a point 
to see the builder and warn him that he may be doing a lot of useless 
work. I have been out where there have been 25 houses along an 
area. It was the prettiest grade of topsoil, and I saw the man seed it, 
myself. It was done beautifully on a nice sunny day. We had a 
torrential rain the next day and everything he put in there was washed 
away on account of a poor slope. 

One way to stop that is to use old lumber and bind it or bind it with 
sod. 

Mr. Smrru. In connection with the call yesterday, that lady should 
have no cause for concern because we are no longer accepting escrows 
for the completion of sodding and seeding and grading. 

Mr. Meapows. Should she close without the grading obligation be- 
ing carried out? 

Mr. Smirn. She should not close until a final inspection has been 
made. That final inspection report is a part of the closing papers. 

Mr. Meapows. We assume, then, that inspection report would not 
be rendered favorably if they find that it is not done. 

Mr. Smirn. That is correct. 

Mr. Meapows. She has been directed by the title company to come 
down and sign the papers. 

I do not know about the Veterans’ Administration. 

Mr. Teacur. We will adjourn until 10 o’clock Monday morning. 

(Whereupon, at 12:15 p. m., Friday, June 6, 1952, the hearing was 
adjourned until 10 a. m., Monday, June 9, 1952.) 
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MONDAY, JUNE 9, 1952 


House or REPRESENTATIVES, 
Sevecr Commirrer To INvestiGaTe THE LOAN 
Guaranty Program Unper tHe GI Brin, 
Washington, Do. 

The select committee met at 10 a. m., pursuant to recess, in room 445, 
Old House Office Building, Hon. Olin E. Teague, chairman of the 
select committee, presiding. 

Present: Representatives Teague and Scudder. 

Also present: Oliver E. Me: adows. staff director of the select com- 
mittee; J. Buford Jenkins, architectural engineer, Veterans’ Admin- 
istration central office, and P. W. Clogston, architectural engineer, 
Housing and Home Finance Agency. 

Mr. Treacur. The select committee will come to order. 

All right, Mr. Weiss. 

Will you hold up your right hand? Do you swear that the testimony 
you are about to give will be the truth, the whole truth, and nothing 
but the truth, so help you God? 

Mr. Wetss. I do. 

Mr. Tzacure. Mr. Weiss, would you give your full name, your ad- 
dress, and your occupation ¢ 


TESTIMONY OF MARCEL WEISS, BUILDER, TEMPLETON 
KNOLLS, INC. 


Mr. Weiss. Marcel Weiss. Locally I reside at the Shoreham Hotel. 
Do you want my permanent address as weil ? 

Mr. Tracur. Yes. 

Mr. Weiss. Purchase, N. Y. 

Mr. Teacur. Now, Mr. Weiss, would you tell us, to begin with, your 
background as far as building is concerned ? 

Mr. Weiss. I have been engaged in the construction industry for 28 
years. 

Mr. Teacvr. Will you tell us some other projects the size of Tem- 
pleton Knolls or comparable to Templeton Knolls that you have been 
associated with ¢ 

Mr. Welss. I have just completed—when I say “just” I mean in the 
year 1951—a project that was Federal Housing Administration in- 
sured on Broadway in Manhattan, a group of seven eight-story build- 
ings, costing about $3,600,000. 
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Prior to that I was associated with two projects involving some $16 
million in Federal Housing Administration insurance, and through 
the years I have been connected with many generally successful 
projects. 

Mr. Tracue. Have you done any projects around here ¢ 

Mr. Weiss. No; loc ally, this is my first experience here. 

Mr. Teacur. Well, now, Mr. Weiss, you are vice president of the 
Spiller Construction Corp. ¢ 

Mr. Wertss. That is right. 

Mr. Tracur. Who are the other officials of this corporation? 

Mr. Weiss. Mr. Sidney Lewis. Mr. William Spiller is the presi- 
dent. I am the vice president. 

Mr. Teacur. What other officers? 

You may sit down, Mr. Weiss, if you care to. What other officers 
are there of the corporations ¢ 

Mr. Weiss. Well, no one else is active. Mr. Sidney Lewis, I believe, 
is the secretary-treasurer. 

Mr. Tracur. Mr. Sidney Lewis. All right, sir. 

Mr. Weiss, would you tell us what this corporation’s business ad- 
dress is and how long it has been in business ¢ 

Mr. Wetss. To the best of my recollection this corporation was or- 
ganized in the spring of 1950. 

Mr. Tracur. And its home office is here? 

Mr. Werss. Well, I think it is a Maryland corporation, but I may 
be wrong about that, because I personally had little to do with the 
technical aspects of organizing the corporation. 

Mr. Mravows. Who did take the leadership or would know about 
the history of the corporation ¢ 

Mr. Weiss. The corporate history ? 

Mr. Meapows. Yes. 

Mr. Weiss. Or the practical operation ¢ 

Mr. Meapows. No; the history of the corporation. 

Mr. Wetss. I think Mr. Hammond Welsh, Jr., a local attorney, or- 
ganized the corporation and would be very conversant with it. 

Mr. Meapows. And was Mr. Spiller the most active of the officers? 

Mr. Weiss. He was. 

Mr. Meapows. Mr. Weiss, you were describing your background in 
building and your associations with these large projects. What is 
the nature of your association? Is it from the legal aspect? Or are 
you an engineer or architect ? 

Mr. Weiss. I am not an attorney, an architect, or an engineer. I 
grew up in the building trades, starting in as a job foreman and super- 
intendent, and having been a speculative builder through the years. 

Mr. Mrapows. In other words, out here on this project you serve 
in somewhat the capacity of the building superintendent? Do you 
supervise the actual construction ¢ 

Mr. Weiss. Will you repeat your question, Mr. Meadows? 

Mr. Meavows. I am trying to determine what you do out here. Do 
you act as a building superintendent ? 

Mr. Weiss. No. 

Mr. Mrapows. Or supervising any aspect. of the work? 

Mr. Weiss. No; I do not. I think it would be helpful, with the 


chairman’s permission, and would throw a lot of light on the history 
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of Templeton Knolls, if I read a short statement which I -have pre- 
pared as a result of attending these hearings. 

First I would like to offer for the record a group of photographs 
made last week. 

Mr. Tracvur. Mr. Weiss, something that I think may not be in 
your statement : Is there any personal relationship between the Spiller 
Construction Co. and the Colonial Investment Co. ¢ 

Mr. Wertss. None whatever. 

Mr. Tracvr. You may proceed, Mr. Weiss, when you are ready. 

Mr. Weiss. Thank you, Mr. Chairman. 

The following is a brief résumé of the history of Templeton Knolls 
from its inception. 

The land for this project was acquired by William Spiller in the 
spring of 1950. The equity financing for the construction of the 
houses was provided by Bradford Properties, Inc., of New York 
City. The project was planned, constructed, and designed by Mr. 
Spiller from plans prepared by Frank Martinelli, a registered archi- 
tect of Washington, D. C. The project contemplated the erection of 
300 one-family semidetached brick dwellings. Construction was 
started on the first group of houses in July 1950, and it was originally 
contemplated that the entire project would be completed by July 
1951. 

The first serious problem that arose in connection with this proj- 
ect was the failure of the Washington Suburban Sanitary Commis- 
sion to provide sewers and water within the time originally promised 
by the Commission. 

Mr. Treacur. Would you say that again, please, Mr. Weiss? 

Mr. Weiss. The first serious problem that arose in connection with 
this project was the failure of the Washington Suburban Sanitary 
Commission to provide sewers and water within the time originally 
promised by this authority. 

On August 15, 1950, a deposit of $18,000 was paid to the sanitary 
commission to insure that at least 180 houses would be erected in 
the development. At the time that the deposit was placed, an es- 
timated date for the completion of the sewers and water was fixed 
by the commission for some time in December 1950. Some time in 
the early fall of 1950, it became apparent that the commission was 
moving very slowly with its engineering work, and so, at an additional 
cost to us of some $1,800, we paid a special fee to split the installation 
of sewers and water in order that the first 60 houses would receive 
sewers and water within a matter of 2 months, according to advices 
we received from the sanitary commission. However, even after the 
payment of the special fee of $1,800, the Commission failed to live up 
to its promise to install the sewers for even the first group of 60 
homes until the late spring of 1951. And it is of record that the sewers 
were installed in the late spring of 1951, although we had already 
paid a special engineering fee to speed up the installation of utilities. 
And the sewers and water for the balance of the project, affecting an 
additional 240 homes, were not installed until September 1951. 

In the meantime, the project had gotten under way, considerable 
quantities of materials were purchased, and warehoused locally: 300 
foundations were constructed and 218 buildings fully enclosed, in 
upproximately 8 months. 
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By reason of the long delay in the installation of utilities, it was 
impossible to complete the roject, and because of this houses are still 
under construction. This ee threw the entire cycle of construction 
out of gear. 

Between approximately May 1950 and May 1951 the Washington 
Suburban Sanitary Commission increased its charge for sewer con- 
nections in Prince Georges and Montgomery Counties, I believe—and 
i am not sure of the first figure—from $48 to $183 per connection, and 
then to about $302 when we had really gotten under way. I bebieve 
that is the present figure. 

Mr. Teacue. This was not in accordance with the previous agree- 
ment ¢ 

Mr. Weiss. An agreement with the commission means nothing. 

Mr. Teacur. The ‘original price was how much ¢ 

Mr. Wertss. It went from $48 to $183 and then to about $302, al- 
though we had already set up our costs based on the very first known 
charge, which was the $48 ¢ harge. 

When we got under way, the charge was $183, and that protected 
us on the first 60 houses, although at a substantial increase, but for 
the balance of the job we paid, I believe, $302 or $298, around that 
figure. 

Now, let me finish. These increases cost the builders of Templeton 
Knolls approximately $68,000, not to mention the cost of carrying 
the project, deterioration of materials, materials lost and stolen, et 
cetera, while waiting for the installation of utilities. 

Because of this situation and the consequent slowing up of con- 
struction, many of our subcontractors demanded and received sub: 
stantial increases in their contracts with us. Some went bankrupt, 
others simply abandoned their work. 

It should be borne in mind that this took place in the immediate post- 
Korea period between the summer of 1950 and the spring of 1951, 
when building materials not only rose rapidly in price, but some 
even disappeared from the market; many manufacturers just ware- 
housing their merchandise and holding out for higher prices. 

During this time, it Was virtually impossible to obtain a firm com- 
mitment from any vendor, and I include some of the largest manu- 
facturers in the country in this ¢ ategory. The policy that pre railed 
was “price on the day of shipment” and a “take it or leave it” attitude 
was the general policy among manufactures of building supplies. 

I had the opportunity, on the one occasion that I met Mr. Hopkins 
of the central office of the Veterans’ Administration, to discuss the 
workings on the sanitary commission, and Mr. Hopkins, in Mr. Bark- 
er’s presence, thought that the commission should be investigated, 
with the hope that its operations might be speeded up, as obviously 
veterans have a genuine interest in this situation. If builders are 
long delayed, as they generally are in Prince Georges and Montgom- 
ery Counties, in obtaining the installation of utilities, their costs 
mount and ultimately increased costs are reflected in the price of a 
home. 

In addition, veterans badly in need of a home are deprived of 
obtaining one within the period generally promised to them by 
builders. 

And I want you gentlemen to know that in that respect Templeton 
Knolls isn’t particularly unique. 
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As a stranger here, I have learned that most local builders seek 
to avoid dealing with the commission. Either they haven't geared 
themselves up to the tremendous growth of Montgomery County, or 
something. They just don’t perform. You can’t go in there with a 
set of plans. They will delay you. They hire outside engineers from 
Baltimore. And they have archaic ways of doing business, certainly 
nothing that I had ever experienced before. 

I am sure that your committee will recognize that the long delay 
in giving possession to purchasers was not our fault, and it must also 
be self-evident that we would not deliberately, as has been insinuated 
here, seek to withhold 218 homes from purchasers which involved ap- 
proximately a sum of 21% million dollars. We wouldn’t keep that off 
the market. We haven’t got that kind of money; and, if we had, we 
wouldn’t do it. 

With respect to the question of whether the veterans who purchased 
the first group of homes in Templeton Knolls received good value, 
I think your committee would be interested in learning that Mr. 
Nathaniel J. Taube, president of Colonial Mortgage Co., offered to 
purchase all of our crawl-space houses, which, at that time, I believe, 
were the only houses contemplated, for $10,500 per house. Mr. Taube 
assured us that the houses could readily be sold at this price and that 
he was willing to give me a written contract that upon completion he 
would purchase them all at that figure. 

Mr. Teacur. Mr. Weiss, may I interrupt you for a moment, there? 

Mr. Weiss. Yes, sir. 

Mr. Teague. If you were offered that amount, why did you not go 
ahead and sell them for that ? 

Mr. Weiss. My statement covers that. He frankly stated that what 
we had to be concerned about was our ability to build them so as to 
be able to sell them at such a low figure. His statement began to create 
doubt in my mind as to the reliability of our estimated costs and even 
some of the contracts we had given out. You see, this was not my 
own conception. I supplied the money for this. Someone else set it 
up, conceived it, brought me a set of figures in New York, said to me, 
“These are reliable subcontractors,” et cetera. It looked all right on 
paper. That is the only way you can estimate it, on paper. 

Mr. Meavows. Who was that someone, Mr. Weiss? 

Mr. Weiss. Mr. Spiller. You don’t know really until you go ahead 
and see the performance of these people. 

It was brought out at the hearings by Mr. Lacy Smith that the 
original panel appraisal on the basic crawl-space house was $10,700, 
although Mr. Spiller, as was stated by Mr. Barker on Friday, only 
requested a certificate of reasonable value in the amount of $10,000, 
to the best of my knowledge. 

Is that correct ? 

Mr. Meapows. I was just conferring here. As far as we are con- 
cerned, we have never seen the $10,700 appraisal. I will agree that 
the testimony here indicated that. We haven't seen that. It is possible 
we missed it in the files somewhere. 

Mr. Weiss. For myself, I accept what was said, because—let me 
put it this way: By hearsay knowledge, I know that was true. I 
never saw it myself, and I am not offering that as testimony, as being 
the fact, except by what I heard here. 

I will repeat this, because I have lost some of it. 
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As was stated by Mr. Barker on Friday, Mr. Spiller only requested 
a certificate of reasonable value in the amount of $10,000, it being 
our desire to give the veteran purchaser the best possible value. Thus, 
you see, we started out with a house that was apparently considerably 
below the local market. We confess that we erred. We did not know 
local building conditions and costs thoroughly enough to | the 
nee at which we originally attempted to sell the homes at ‘Templeton 

\nolls. 

It must also be realized that the long delays arising out of lack of 
utilities were unforeseen when the project was first conceived and 
planned. 

It has been our policy to return deposits to veteran purchasers, and, 
as related by Mr. Barker, we have voluntarily canceled firm contracts 
signed by both parties and released the purchaser without any obliga- 
tion whatever to him, despite the fact that it costs us a great deal of 
money to consummate a sale, advertising expense, et cetera. Un- 
fortunately, this is strictly a one-way street. No veteran will give up 
his contract if he wants the house, regardless of what may befall a 
builder between the inception of a project and the ultimate completion 
of a house. 

And, in this connection, I am going to offer for the record at this 
time a memorandum received by me of Friday afternoon after the 
hearings, which is typical of many incidents. I will read it to you. 
It is dated June 5, 1952, a memorandum to Marcel Weiss from Myron 
P. Ivey, the sales manager of Colonial Investment Co., re lot 23, block 
G, Templeton Knolls Subdivision; purchaser, Glenn S. Miller, Jr. 
(reading) : 

Please be advised, purchaser of captioned property has canceled and a refund 
of deposit has been mailed to same. 

Mr. Miller was transferred to an oversea station. Therefore, it was impos- 
sible for him to abide by his contracts. 

Now, I want to ask the committee and the chairman——— 

Mr. Teacur. What money has that veteran paid down? 

Mr. Wetss. I don’t know. I personally have had no opportunity to 
look that up. It is immaterial. No matter what he had put down, 
he would have gotten it back freely. To the best of my knowledge, 
we never held his money. I personally feel very strongly about this. 
I think we are departing from sanctity of contract. 

I agree that a lot of these boys that buy houses do have a lot of 
things come up. I own property and, knowing that we have hundreds 
and hundreds of tenants, I may have a lease with a man, and things 
may happen, deaths, relocations outside of the place he is living in. 
But here are places that require money to bring them to a state of 
fruition. Since these hearings began, i have had purchasers call me 
and say, “Mr. Weiss,” or people who don’t even know me, and they 
would say, “I would like to get my money back.” 

“Why?” 

“We don’t want a house built like the newspapers say Templeton 
Knolls is built.” 

I say, “Yes; you can have your money back if you let me take you 
through your house. Never mind anybody else’s house.” : 

On a job like Templeton Knolls, many things can happen. And 
I will explain later. Far be it from me to question the chairman, but 
I would like for you to express your opinion if you, being I, if the 
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situation were reversed, would return money on completed contracts 
that were made, delivered, and exchanged. Do you think that is 
fair and reasonable ¢ 

Mr. Traeur. Of course, I do not know the circumstances. 

Mr. Weiss. There are no circumstances, Mr. Chairman. 

Mr. ‘Tracue. I do not know whether the boy has paid down money 
or whether he has not. 

Mr. Weiss. I can only tell you what I see on this paper. 

Mr. ‘Teacur. If you were the chairman, and these veterans were to 
come to you and say the people set their prices at $10,000 to make it 
look like a good “deal,” and then they know they will go to the Vet- 
erans’ Administration and get a raise and force them to pay or get out, 
what would your response be? I do not know you, and I do not know 
whether that happens. 

Mr. Weiss. You will have an opportunity to question me, Mr. Chair- 
man, before I get through. But the reason I bring this out is that 
it is fresh, right off the griddle. It happened Friday afternoon. 

Mr. Teacur. Before we get through, we will get all the details we 
can of that case and put it in the record, so’that everybody can see 
what happened. 

Mr. Wess. Let me offer it in evidence. I don’t know any of the 
details other than what I see there. But I want you to know that has 
been our policy anyway. That man will vet his money back. Whether 
he is bound to us firmly or not, is immaterial. 

A great deal was said about the way veterans were handled at 
Templeton Knolls with respect to contracts that were purported to 
have been made. Now, that does concern you very much. To the best 
of my knowledge, we have honored every single contract that we 
signed. And get the significance of that. I think we still have a 
right to sign, to refuse to sign, and so on. 

Mr. Meapows. Could I interrupt you, Mr. Weiss? What is the 
significance of an agreement where you accept the man’s down pay- 
ment? When I say “you” I assume the owner of the investment com- 
pany is doing this feature of the program. You accept his money 
and his signed contract and hold that over an extended period of 
time, over a year or more, and then represent to him after you have 
held his money during that period of time that it is actually not a 
contract, because you have not signed it ? 

Mr. Weiss. My answer to that, Mr. Meadows, is this: We provide 
in our contract that we must sign the contract. We have honored 
and settled every case to the best of my knowledge of contracts that 
we signed. We don’t recognize a contract where we haven't signed it. 
It is an offer to purchase; and, based upon advice we have, legal ad- 
vice, that does not constitute a binding contract between us and the 
purchaser. That at least is the interpretation of our counsel. I 
will go into it further. 

Mr. Meapvows. Let me make one comment. I judge your comment 
possibly is true from the legal standpoint. But is that—— 

Mr. Weiss. Good business? Or is it morally correct ? 

Mr. Traéur. Is it morally fair to the veteran ? 

Mr. Merapows. Just because he doesn’t have as good counsel as 
you do. 

Mr. Weiss. I will answer that question in a moment as I proceed. 
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Mr. Tracur. Let me ask one other thing, Mr. Weiss. I do not re- 
member whether it was in your case or not, but I think it is in your 
contracts. Do you think it is morally right to say in your contract 
that you guarantee to the veteran a dry basement, and then have the 
veteran go out to the house and ask about this dry basement and have 
the builder say, “Sure. W e have guaranteed to the Veterans’ Admin- 
istration a dry basement”? What good is it to guarantee a dry base- 
ment to a third person es actually has nothing to do with whether 
it is a good house or not. 

Mr. Meapows. He gives a direct warranty in this case to the veteran, 
I think. 

Mr. Teacur. In other cases, though, we find the builders will give 
a guaranty to the investment company of a dry basement. The veteran 
comes around saying his basement is not dry. 

Mr. Weiss. Mr. Chairman, my answer to you there is this: that I 
have always believed, not only in the case of Templeton Knolls but 
from way back, that a man who buys a home is entitled to certain sound 
structural conditions. He is entitled to a dry basement without quib- 
bling as to who the guaranty was given to. I didn’t see the guaranty 
until some months : ago, ine identally. I was rather amused at it. Mr. 
Spiller created it. Whether he followed a local practice, I don’t know. 
I am going to change it, frankly, because I don’t think it provides 
enough guaranty. 

Mr. Meavows. Is this it? 

Mr. Weiss. Yes. It is a rather nebulous thing, and I will confess 
to that. 

Mr. Meapows. Is my impression correct, in this general develop- 
ment, that you have indicated that you were more or less the financial 
backer of the project ¢ 

Mr. Wess. That is right. 

Mr. Meavows. Is my impression correct that Mr. Spiller, whom we 
have not seen, was actually the man on the ground who looked after 
the project ? 

Mr. Wess. He, in turn, Mr. Meadows, had the typical set-up of a 
construction job. He had a general superintendent, and assistant su- 
perintendents, and so on. 

I, sitting in New York, had a map with certain pins on it, which 
would indicate progress of construction. As my statement later will 
relate, | became active in this project about September or October 
1951. 

Mr. Meapows. Did you have to come down here to bail Mr. Spiller 
out ¢ 

Mr. Weiss. Yes. To bail myself out, gentlemen. Mr. Spiller didn’t 
have a sou, not even one dime, in this project. He was to share in the 
profits if there were any. 

Mr. Tracur. He has gone from here now? 

Mr. Wetss. He has gone from here. 

Mr. Meapows. It is possible many things might have transpired, and 
Mr. Spiller may have made various and sundry representations that 
you personally are not familiar with ¢ 

Mr. Weiss. Of course, that is possible. 

Mr. Meapows. That is the point I wanted to make. You haven't 
been here all the time. 
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Mr. Weiss. I will read from my statement, which will cover that. 

But, to answer the chairman, we expect to give every veteran a 
dry basement, and I will show you lots of ¢ orrespondenc e here on the 
subjec t of basements. 

It is very true that out of the first group of some 110 deposits, which 
they call locally “offers to purchase,” we at first only accepted between 
50 and 60 of them, because as soon as we saw the way eS were 
developing, in the period of the fall of 1950, seeing no sewers, realizing 
we could never deliver these houses within the time we had contem- 
plated, and that it was fruitless to go on, the delay in the installation 
of utilities, the rapid rise in costs that we were confronted with, we 
advised our sales representatives not to make any further sales and 
to refund deposits wherever we had not signed and accepted the con- 
tract between the veteran and ourselves, the purported contract. Any 
other course would have meant bankruptcy. 

Despite this position, which our counsel advised us was a sound legal 
one, we ultimately decided to accept practically all of the first group 
of some 110 purchasers, knowing full well that we were losing sub- 
stantial sums on each and every contract we signed. We will prove 
that we lost money on every single one of the 110 contracts which we 
signed, which we ultimately delivered on. 

After giving this plenty of thought—and you must realize there 
was plenty of time for that, because we were not getting anywhere 
with our utilities, they weren’t in sight, and no one can move into a 
house without water or sewer—we decided, after much thought, that 
the veteran was an innocent victim of a situation over which neither 
he nor we had any control; although we still think we are on a sound 
legal basis to have refused to sign these contracts. 

Now, what I mean by that is this. I realized when we had to come 
to a decision and the sewers were finally within sight, that some of 
these boys had put down their money in the fall of 1950, and even if 
it was only $25, it was real money to them, and they put it down in 
good faith expecting to get a house. They weren’t interested in our 
problems as builders and our complications and difficulties with the 
sanitary commission. So I decided that the thing to do was to honor 
these contracts, these offers to purchase, which in the majority we did. 

Now, there may be a few isolated cases that were not honored. For 
one reason or another, the details of which at this point I cannot give 
you, except by an ac tual careful analysis and determination, that may 
be the case. We are still, for your information, about to deliver, I 
think, three or four contracts at the very old prices made in September 
1950. Think of it. Those people have held on to their contracts, and 
we had signed them, and we are delivering those houses to them. 
There were 50 ways, if I wanted to be sharp, to deprive them of their 
houses, but we don’t want to do things that way and have never 
sought to. 

Mr. Meapows. There are undoubtedly many ways you could break 
the contracts, Mr. Weiss, but there is one point here which we have not 
developed yet, which brings considerable implication into this picture. 

For you to be able to raise the price to the veteran, it is necessary, 
of course, that you have an agreement or an appraisal by the Veterans’ 
Administration which will allow that price to be raised; which, as we 
have related before, you had. There were a series of raises. 
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Mr. Weiss. Correct. 

Mr. Meapows. But the Veterans’ Administration’s files reflected 
that those raises were to apply to certain groups of houses and to 
certain contracts after a specific date. And to really tell the merits 
of each one of these individual cases it is going to be necessary that 
each case be pin-pointed in light of the date of the price increase. 

Mr. Wetss. It will be a pleasure to have you do that. It will be a 
pleasure. I want exactly that done. Because you can understand, I 
‘trust, if you reflect for a moment, that as an operating builder having 
a lot at stake, reading the local newspapers, you have put us in rather 
an embarrassing light here. And I am sure you want to give us every 
opportunity to est: ablish our good intentions and the fact that we think 
we are doing the right thing. 

And, Mr. Meadows, if you will send your accountant or investigator 
to our office, and to Colonial’s, we can establish, to the best of my 
knowledge, that in no single instance has a veteran been asked to pay 
more than the certificate of reasonable value permitted. 

In other words, I heard you mention that there was a certain loose- 
ness, when you asked Mr. Barker on Friday, “Why didn’t you tie this 
down on lot and block number, so we could be a little more specific 
about it?” ‘I have no quarrel with that. If that had been the prac- 
tice, it might have been different. Because by that very looseness 
errors might have crept in, and you may on a careful analysis disclose 
a few cases where mistakes were made. 

Mr. Meapows. And if we do, Mr. Weiss, what would be your atti- 
tude ¢ 

° Mr. Weiss. We would correct it immediately. 

Mr. Meapows. In other words, if you find that you have charged 
the veteran more—— 

Mr. Weiss. Through an error and all this confusion and ambiguity 
and the fact that the office here was working under pressure. I know 

captain Smith was always understaffed, because of the fact that we 
didn’t get replies, and because of the time it took. 

Mr. Teacur. Then we may assume that where we have legitimate 
complaints from GI's, you are going to correct them ¢ 

Mr. Wetss. Why of course. 

The audience amuses me a little. I sat here Friday, and I heard 
them get up at the close of the hearing and suggest driving me out of 
the Veterans’ Ac lministration program. If they drive me out of the 
Veterans’ Administration program they won't be so happy about it. 
They will wake up and realize their position, They said, “We will get 
them yet.” 

Mr. Teacue. I can tell you that none of them have said it to me. 

Mr. Weiss. Perhaps not. They wouldn’t have the audacity. But 
I heard the remarks here in this room on Friday. That was their 
attitude. 

I will admit one thing. We were guilty or are guilty of a very 
poor public relations policy, or none at all. You can’t do business 
with the public unless you have some*kind of an established policy. 
In other words, in their eyes, these fellows were pushed and shoved 
around. They were never apprised by us of the delays in the sewers. 
I will admit that. I don’t know how tight the situation was. Many 
of them perhaps never had any homes to go to. And it irked them. 
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It worked them up. And they took that to the Veterans’ Administra- 
tion. I will get to that. 

We have had complaints, and it has been our policy to correct these, 
sometimes not as rapidly as we would like to, but subject to the limita- 
tions of manpower, the cooperation of our subcontractors, and the 
accessibility of occupied homes. 

You heard Mr. Callahan say he went out to a house and there was 
no one there. That happens very frequently. 

Mr. Tracur. It did not happen to us, because we called ahead of 
time before we went out there. 

Mr. Wetss. But when you have subcontractors or an electrician 
or a plumber, and line them up to do certain work, as these work slips 
operate, and you find no one home, how many times can you bring 
that subcontractor back ? 

Now, I could very well argue against myself and say, “If vou built 
the perfect house, you wouldn’t need a man to go back.” We don't 
build a perfect house, and neither does anyone else. 

Now, we started out subcontracting the plumbing and _ heating. 
The contractor went bankrupt. We took over his work. We had to 
continue. We just couldn’t stop. The man filed a petition in bank- 
ruptey. It caused us a loss of thirty or forty thousand dollars. We 
had to go on. 

Mr. Meapvows. Did you subcontract the brick work ? 

Mr. Wetss. Yes. 

Mr. Meavows. The seeding and sodding, the general grading? 

Mr. Werss. I will give you a list of those that we su contracted, 
if you would like to have it. 

We have signatures on work orders covering complaints in this de- 
velopment that go back to last September. That is September 1951. 
Some of them are justified, and many of them are unwarranted. 

As has already been stated by Mr. Smith, we have given written 
assurance to the Veterans’ Administration that justified complaints 
will be remedied. 

It must be recognized, as Mr. Smith pointed out, that some 9,700 
dwellings were under Veterans’ Administration control in 1951, and 
that there were many things wrong with local building practices. As 
the committee is well aware, a meeting held between the regional 
Veterans’ Administration authorities and the builders last fall would 
not have been necessary if this condition were not true. In other 
words, I myself coming down here last fall—and that is what 
prompted me to become interested to protect, first, my investment, 
and finish the job—saw things that I was unhappy with, that in New 
York would never be permitted, that just never would have hap- 
pened. I don't say they don’t have complaints in New York. Don't 
get me wrong. But I have heard you, Mr. Chairman, remark to Mr. 
Callahan that you have more complaints in this area than elsewhere. 

Mr. Meapows. You are saying that there is a considerable diffe: 
ence in the administration of the two offices, that the New York office 
is considerably more strict ? 

Mr. Werss. Don’t put me on a spot in answering these questions. 

Mr. Meapows. You are under oath. 

Mr. Weiss. I will refuse to answer that question. But I will say 
this. There is a generally much higher caliber and quality of con- 
struction in the metropolitan New York area than down here. 
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Mr. Tracur. Why, Mr. Weiss? 

Mr. Weiss. It may be because the New York authorities have 
forced the higher quality. I don’t know. But we know it exists. 
We have better mechanics in New York. This may hurt a lot of 
local people. I have had a chance to evaluate both. I have seen 
carpenters go in and butcher the same door sold all over America 
and make a nothing out of it. I have seen an 8-point saw used when 
a 12-point saw should have been used. You understand what I mean ? 
Those are the things I inherited. Those are the things I would like 
to see corrected. And I will tell you a little more about that. 

Templeton Knolls is no different from the average subdivision in 
this area with respect to the quality and character of the work. 

Mr. Teacu#. Mr. Weiss, before you go on, I was very much inter- 
ested in this comment you made about comparing New York and 
Washington. 

Are there other factors that enter in¢ How about your builders 
association’ Do they enter in up there more than down here? 

Mr. Weiss. The builders, of course, because they are keenly aware 
of their responsibilities to the public and what adverse publicity can 
do for them. I recall a job in the Borough of Queens in the city of 
New York, built by a builder, Stewart Wiley. It is public, so I will 
mention the name. Stewart Wiley. That was some time in 1938. 
A man built row upon row of attached brick houses on fill, on gar- 
bage. As a result of that, and the houses cracking, there was a city- 
wide investigation by the district attorney of the building depart- 
ment, of the FHA, over whom they had no authority, but in con- 
junction with the Federal district attorney’s office. They conducted 
an investigation. Well, here is what the builders on Long Island 
found. 

By reason of that investigation, they sold little or no houses for a 
year. The New York World-Telegram spotlighted that job unmerci- 
fully. 

But as a result of that one unfortunate incident, higher standards 
were introduced, and a great deal of good was accomplished, just as 
your investigation is going to do a lot for the industry. It will do 
more for the builder than it will for the GI in the final analysis. Be- 
cause raising the standard of any industry is sound, and the American 
way, and the intelligent way. And I will deal with that in a moment. 

In other words, I say, I take the position, from what I have heard, 
that Templeton Knolls is not any worse, and I can go out and bring 
you pictures from other subdivisions 

Mr. Teacur. We have some of those. 

Mr. Wess. And that is one of the important things I wanted to 
bring out in our own defense. In other words, while we may have 
had, I will admit, the worst public-relations policy locally, and per- 
mitted these purchasers to be riled so that they sat on your doorstep, 
basically there is nothing bad about Templeton Knolls. 

Substantially the same practices and character of construction car- 
ried on in this development and elsewhere in this area, and the Vet- 
erans’ Administration authorities are now much stricter in their 
enforcement of the restrictions, and I believe the builders understand 
this. That is the talk among the building fraternity here. 

I would like to point out that raising the standard of construction 
is necessarily a slow and laborious matter, because in the final analysis, 
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the builders generally employ subcontractors who rely on their me- 
chanies to actually perform the work. 

I want to call the committee’s attention to the fact that I became 
active in the completion of Templeton Knolls about September 1951. 
Up to then my activities had been confined to the mortgage and finan- 
cial aspects of the project. I was compelled to take a more active 
interest in order to protect our investment and loans to the corpora- 
tion, which were very substantial, approaching an average of over 
$600,000 for 18 months. 

1 would like to suggest to this committee that in cases where the 
Veterans’ Administration issues a large number of certificates of rea- 
sonable value, the resident inspector be assigned to the project. That 
is Federal Housing Administration policy on apartment house proj- 
ects, and it certainly works very well. I have always had resident 
inspectors, two and three on my jobs, such as the one I just finished 
in New York, and it certainly has worked out very well. Those 
resident inspectors in turn were subject to constant supervision by 
the New York office. 

You can’t do it with two or three homes, but you can do it on a job 
like Templeton Knolls. 

If you issue perhaps 75 certificates of reasonable value, and when I 
say “you,” I mean Veterans’ Administration, and let the fund—partly 
from the builder, partly from the veteran—be established. I don't 
care about the mechanics. That is not for me to say. But get your- 
self a resident inspector, and you won't have a lot of things, and the 
buyer won't have a lot of things happening to each of them, and col- 
lectively making a mess out of it. It gives the insurance authority 
daily supervision over what takes place on a job and is a sound prac- 
tice and much better for all parties concerned. 

At this particular point, and I refer to the fall of 1951, when the 
regional Veterans’ Administration office was undergoing a complete 
reformation, there were a number of different inspectors assigned to 
this project, fee inspectors 1 am referring to, each having his own 
idea as to what was right and what. was wrong. Because of this, much 
confusion was created. Sometimes we were told to do one thing one 
way, and then another. And I mean the identical thing—two differ- 
ent inspectors. A builder could do nothing about such a situation. 
We realized that eventually a certain set of standards would develop 
and in the long run we might all be better off. 

We supplied each veteran purchaser with a written guaranty assur- 
ing a dry basement. The very fact that such a guaranty is required 
is the best evidence that some basements will leak. If basements never 
leaked, you wouldn’t need a guaranty. Some of ours have leaked, but 
not too many of them when one considers the number of basement 
houses constructed in the entire development, and particularly in the 
light of the rainy weather we have had this spring. 

I don’t know what the count is, how many basements leaked. | 
haven’t had the time nor the inclination to analyze it. But I know 
that we will correct every basement that leaks, and we are correcting 
them. 

The contract with our waterprofing contractor provides for a 
sound waterproofing job and a guaranty that the basement will be dry 
for 1 year. Where basements have been wet, they have generally 
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been corrected. To our knowledge, there are still several basements 
that require correction. They will also be corrected. 

It is to be recognized that the soil in this area is largely clay, and 
the terrain extremely rugged, which doesn’t help conditions. 

Now, in this connection, and at this point, | want to read—I know 
I am taking a lot of your time up, but if I may, I will continue to take 
your time up. 

Mr. Teacur. You may have all the time you want, Mr. Weiss. 

Mr. Weiss. Thank you. 

I am going to read some interesting correspondence between our- 
selves and one Peter Gordon Co., a contractor that had the contract 
to do the waterproofing of all the basements in Templeton Knolls. 1 
will first offer for the record an invoice dated September 28, 1951, 
from Peter Gordon Co. to Spiller Construction Co., affecting 16 
houses in block B, Templeton Knolls, raising parging, and adjusting 
window wells, excavating, back-filling, and so forth, total $729.28. 
That is long before there was any pressure on the Veterans’ Admin- 
istration, long before your committee was dreamt of. 

I offer this in glancing through the records. 

Here are the work sheets for the work done in each of these houses. 
Now, this is corrective work. There is no complaint to Veterans’ 
Administration. At least, not to my knowledge. We thought it 
needed correction. 

When I came on there last September, I said, “this has to be cor- 
rected.” We did it voluntarily. 

Now, on those very houses, on this very block B where we spent 
$800—we spent more in other instances—I made an inspection in the 
presence of Mr. Raymond Gordon and his firm and our general super- 
intendent. And in 10 of these houses, I found the area wells covered 
with debris and newspapers. And the water didn’t drain. It can’t 
drain. It can’t seep through the gravel. In other words, I say to you, 
Mr. Chairman, that the home owners don’t know where our respon- 
sibilities end and theirs begin. 

That is true of all Veterans’ Administration projects. In other 
words, people have to clean these things out. They have to do some- 
thing for themselves. These wells flood over. You go down to the 
basement, and you see a streak of water down there. The Veterans’ 
Administration inspector comes in and says, “Fix it.” I was curious 
to see what happened. 

Now we will go a little further on the subject of wet basements, in- 
cluding Captain Reed’s basement. I will offer this in evidence. 

Mr. Tracue. Is that the Captain Reed who has been discussed 
here ¢ 

Mr. Teacue. That is Capt. Reed T. King. I stand corrected. 

What was the date of your first hearing? I mean not your in- 
vestigation but your first public hearing? 

Mr. Teacur. A week ago. 

Mr. Wetss. Can we fix the date? 

Was it June 3,4,0r5¢ June4. Is that right? 

I wasn’t subpenaed until June 3. I didn’t know my presence would 
be required here. On June 2, Mr. Chairman, I wrote the following 
etter to Capt. Reed T. King (reading) : 

Devr Caprarn KING: In connection with your complaint regarding a wet base- 
ment at the premises E-8 at Templeton Knolls, we beg to advise you that we have 
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communicated with Peter Gordon Co., the concern that waterproofed your 
basement and whose guaranty we hold covering said waterproofing work. We 
feel obligated to give the Gordon Co. an opportunity to correct this work, and 
if they do not do so within 10 days of date hereof you may rest assured that we 
will take whatever corrective steps are necessary to insure you a dry basement. 

That is before the hearing, before the subcommittee, before any- 
thing, in the course of business. You may say, “How did you let it 
go for so many months?” The answer is that it is impossible to con- 
trol everything we are building. We have complaints. 

Mr. Meapows. I would like to ask you specifically : Did Mr. Spiller, 
so far as you know, exhibit the same sort of attitude which you are 
describing as your own here today through a period of time? 

Mr. Wess. I don’t know. I wasn’t there enough to answer that 
intelligently, Mr. Meadows. 

Mr. Meapows. If we can believe the rather large amount of testi- 
mony from a large number of individuals, we don’t believe that to be 
the case. We believe he took practically no interest in this sort of 
thing. 

Mr. Weiss. The record will speak for itself also. You must realize 
that you haven’t interviewed every purchaser in Templeton Knolls. 
Maybe you. have talked to 20 or 30. Some are a little more aroused 
and a little more militant than others. I mean, let’s face it. 

| offer this letter in evidence, but I have far more interesting let- 
ters on the question of waterproofing. 

Mr. Treacur. Mr. Weiss, have you seen that basement ? 

Mr. Weiss. Yes; I was in it last week. 

Mr. Teacue. Is it true that your drain there is up in the high part 
of the basement, where you have water down 2 or 3 inches there? 

Mr. Weiss. It is true. I don’t know whether it is 2 or 3 inches. 
But the answer is that the basement floor, I am advised by my superin- 
tendent, was ripped up on Friday. Now, that does us no credit. It 
is very simple after the glare of publicity to go in and correct some- 
thing. I am not seeking that kind of aproval. I feel that there are 
other bases for your approval of what we may or may not have 
done. 

On May 28, 1952, we wrote this letter to Mr. Peter Gordon, and I 
will offer the letter in evidence. I have a copy here. That is our 
waterproofing contractor. | Reading :| 

I telephoned your office today when you did not show up. It is now 4 o’oclock 
and you are still not here. The matter of leaking and cracked cellar floors is of 
grave concern to us, as I have explained to you on numerous occasions. The 
following is a partial list of cracked and leaking cellar floors which require 
immediate attention: F-7, F-17, E-6, E-8, and K-30. 

And, incidentally, there may be King’s house among them. We can 
pinpoint that. It is not important. 

This is not intended as a full or complete list at this moment, but it repre 
sents a few cases of where there is water in the basement now and if the people 
go to the Veterans’ Administration again with their complaints, you may cause 
us to lose our certificates of reasonable value. If that happens, you know we 
will be placed under a severe financial loss. I have no intention of writing you 
further about this, as I expect you to come in here and correct these conditions 

With respect to the parging of L block and J block, we had a crane stuart today 
to expose the footings. Ve explained to you that this work had to be coordi 
nated between you and ourselves. Although we still do not feel any responsi 
bility for exposing the footing, I must reiterate what I have always contended 
that your failure to do this work in accordance with your contract made you 
responsible for the entire matter. 

98424—52-—19 
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That is a separate story, about which you have heard nothing.” The 
Veterans’ Administration knows about it. [Reading :] 

Nevertheless, gratuitously and because you did agree to repair some structural 
cracks, which were comparatively minor, I agreed to expose these footings. 

In other words, the greater cost was to dig around 40 houses with a 
crane and to do some parging. [Continues reading: | 

Now we expect you to go forward with the work of parging. The longer you 
leave this unattended, the more precarious our mutual position is. For your 
information, every single Veterans’ Administration report that we have on 
inspections in L block contain the following: “C item, reparge foundation to 
minimum half-inch thickness, extending the same to the footings.” Please do 
not delay this, as there is a lot at stake and you may leave me no choice but 
to do this work at your expense. 

This sums up our attitude as clearly as anything I can tell you, 
as far as wet basements are concerned. We paid for a new job. We 
didn’t do anything cheap or shoddy. There is gravel in these base- 
ments—drain tile. We paid for three-quarters of an inch of parging. 
I will confess we didn’t get it. 

Mr. Teacur. What company is this? 

Mr. Werss. Peter Gordon Co., a local company. I didn’t hire them. 
I inherited them. Let me put it that way. 

In fairness to them, they have done a lot of correcting work. I 
have a partial list here of corrected work. They have not always 
been as cooperative as I would like them to be, perhaps any more than 
I have been in relation to my dealings with Veterans’ Administration 
or the other, all within the limitations of time, material, money, and 
so on, if you follow me. 

Here is a letter of Mav 21 dealing with the same thing. I am not 
going to burden the record with that. But. in other words, there 
has been a continuous effort on our part to keep these things up to a 
good standard, and where they have failed to try to improve them 
better them, and do the right thing. 

Here is a letter of May 27. It goes on, almost a daily occurence, 
dealing with the same thing. [Reading:] 

We wish to call your attention to a cracked cellar floor in K-30. It is very 
important that this condition be corrected at the earliest possible moment. 

We also direct your attention to the fact that you have not yet corrected floor 
conditions in F-7 and F-17. Your continued delays on these matters embarrasses 
us with the purchasers and the Veterans’ Administration. We have only a limited 
time to do this work, as Veterans’ Administration threatens to cancel our cer- 
tificates of reasonable value. Should this happen, we will be put to great financial 
loss. We therefore request that you take care of this work immediately. 

Mr. Meapows. You don’t happen to know whether Mr. Meyer's 
floor is one of those: do you / 

Mr. Weiss. I don’t know. Frankly, I am unfamiliar with the 
numbers by detail,and soon. That, I didn’t get into. 

Here is a letter of April 8, 1952, to the Peter Gordon Co. (reading) : 

I direct your attention to items 6 and 7 on the enclosed letter from Charles 
H. Weckerly, re premises at 5612 Sixty-first Place. Will you please let us 
know what you intend to do about this? I would suggest that you go in im- 


mediately and correct the condition. I will undertake to get permission from 
Mr. Weckerly to do this corrective work. 


You see, there apparently was a period when some of these pur- 
chasers went to an attorney, and he advised them to let us do no cor- 
rective or remedial work. It was foolish advice, because if we didn’t 
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want to do everything they wanted, and if they had 10 objections, they 
should have at least gotten 5 that we were willing to do. In other 
words, if we were willing to do five, take what you can get. Instead 
of that, they disrupted and caused chaos and confusion among these 
subs. If a fellow won't let them work, bing—off they go. Try and 
get them back. 

Now, | have correspondence between this attorney and myself. I 
doubt that I have it here. But in it I pled with him. I said 
| reading | : 

Regardless of your over-all attitude as to what you think should or should not 
be done, those items that we seek to correct, which we want to do, which we 
think we are responsible for, let us do them. Let’s get this thing rolling. Let’s 
get these complaints off of us 
And so on. 

Here is a letter of October 16, 1951, Mr. Chairman, dealing with the 

ame matter, going back to October, signed by myself, to the Peter 
Gordon Co. But we have covered that enough. 

Now, as far as a basement that leaks is concerned, it will be cor- 
rected as far as time and our ability to get to it is concerned. 

Mr. Mrapows. That applies to floors ¢ 

Mr. Weiss. Any justified complaint, provided you don’t put the 
twist on it that we go back and rebuild Templeton Knolls. Do you 
understand what I mean by that, Mr. Meadows / 

In other words, any justified complaint that is within the practice 
that was approved by the Veterans’ Administration, and which does 
not come up to that, we will fix. 

Mr. Meapows. Would you say that the complaint we have heard 
here on basements is subject to correction ¢ 

Mr. Weiss. Unqualified corrections. 

Mr. Meapows. Complaints on floors are subject to correction, with 
out rebuilding Templeton Knolls? 

Mr. Wetss. Provided they stay within the specifications, as these 
various changes were authorized. 

Mr. Meapows. I assume you have protected yourselves on a good 
vrade of beech ¢ 

Mr. Weiss. That is right, and I have evidence on a good grade of 
beech here and will show it to you. We will deal with that in a 
moment. 

But on the general subject, Mr. Chairman and Mr. Meadows, of 
complaints, I just grabbed a handful, because I may have more in here, 
of complaints which we have remedied. I think you would be in- 
terested in reading them and hearing a few. I am not going to burden 
you with more than that. There are hundreds here. 

When I saw the situation, in the fall of 1952, I said, “The first thing 
we will do is set up a complaint system,” a little mimeographed form 
which deals with any number of items which could be troublesome 
even though of a minor nature in a home. There is a space for lot and 
block number on it, and it goes down through painting, plumbing, tile, 
windows, floor, sheet rock, general wiring, heating, roofing, linoleum, 
basement, and carpentry, and it has a general notation at the bottom: 
“The above home has been satisfactorily completed,” with the sig- 
nature of the owner. 

We have visited hundreds and hundreds of homes and made hun- 
dreds of corrections and repairs. 
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Mr. Meapows. Is that a form you used at closing time? 

Mr. Werss.. No, this is a form that if someone would come up and 
write a letter, we would take the letter and break it down. I will show 
it to you, so that you will be familiar with it. 

Mr. Teacve. Mr. Weiss, you heard the testimony of Mr. Smith that 
he had asked the builders to make corrections. By what date was 
that? July 15th? 

Mr. Weiss. That is right. 

Mr. Teacur. What would be your estimate of your correcting the 
major ones, by that time? 

Mr. Weiss. Frankly, I have devoted the past week to this thing, 
and all I can answer at this point is that we are correcting them. 

We have I don’t know how many men, at least six men, in the field 
working doing remedial work. Whether we will make it by July 
14, I am not in a position to answer, and I intend, if we don’t make it, 
to take in to Mr, Smith these signed work orders, which will represent 
the work done from the period when we arrived at this agreement, and 
saying, “Here we are. We will analyze what remains. You can either 
cut my head off and refuse to go along, or give me a further exten- 
sion. He has told me he will give me no further extension, by the 
way. But that is up to Mr. Smith. I cant control that. 

Mr. Teacur. Would you comment, Mr. Weiss, on what constitutes 
a dry basement ¢ 

Mr. Weiss. The absence of water. I am not referring to dampness. 
Dampness I have heard the Veterans’ Administration tell home own- 
ers, “is a condition that is not covered by your guaranty. Damp spots 
will appear on a wall. I know what will correct that. Many times 
it is due in this time of year to condensation, humidity, and so forth. 
And also we must remember that if earth compacts along fresh back- 
fill, the longer it stays the more dampness there is. 

Unless there is an open fracture or failure in the wall or floor, 
generally a sign of dampness may be due to the failure of the back- 
fill to compact. 

Now, remember, these are new houses. The overcuts are large, 
deep, and back-fill acts as a sponge. That is true, is it not sir? 

Mr. Jenkins. Then your specifications call for you to tamp that 
back-fill ? 

Mr. Wetss. No. And don't kid anybody. No builder tamps it. 

Mr. Jenxins. I didn't ask you that. I asked you about your 
specifications. 

Mr. Weiss. Excuse me if I appear to be bold in my replies. Our 
specs didn’t cover that, and as an operating builder I can say nobody 
does that. 

The photographs of the exteriors that I was able to see as they 
were passed around here last week—and I didn’t closely examine any 
of them. I just saw them. I was sitting in back of the press table at 
the first hearing and was, of course, very interested in them. I be- 
lieve they were taken principally—speaking of the exteriors—where 
sod was left uncompleted, when sodding operations ceased last fall. 

It was only last week, or now 2 weeks ago, that we were able to 
resume the placing of sod on this project. In other words, the rains 
of the past 6 or 7 weeks have held up our sodding operations. We 
have assured purchasers of homes that when we resume sodding, we 
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will go through the development and complete certain areas which 
were not completed and correct erosion where it may have occurred. 

A careful examination of blocks A and B in this development, 
where sodding operations were conducted in the spring and summer 
of 1951 will disclose that those areas are in excellent condition. I 
do not know of a single case of erosion in those blocks. 

Mr. Meapows. What is your understanding about your obligation 
under the original specifications ¢ 

Mr. Weiss. I deal with that specifically here. In other words, I 
am facing every issue that has been brought up. 

It is true that in certain limited areas where sodding took place 
late last fall, some spots show signs of erosion. It should be borne 
iy mind that there was no comprehensive land planning required by 
Veterans’ Administration when this project was launched. To have 
carried out the type of land planning that FHA would have required 
on this project would undoubtedly have raised the prices of the homes 
sold here very considerably. Veterans’ Administration certainly 
needs a land-planning division, but I don’t think it is reasonable to 
expect us to convert this project, while under construction, to a care- 
fully developed type of FHA land-planned subdivision. The first 
time I met Mr. Lacy Smith during 1951, I so told him, because Mr. 
Smith expressed concern about the terrain generally in this develop- 
ment, and I was quick to point out thtat it was a practical impos- 
sibility with three hundred foundations already installed and eleva- 
tions established, to redesign the land planning. That is obvious. 

We tried what had been assigned by Maryland Park and Planning 
Commission. 

Mr. Smith agreed that it was impractical and unfair to expect us 
to change to an FHA type of land-planning job, and as you know, 
he has FHA background. 

Mr. Teacur. Let me ask you a specific question there. According 
to information we have, the original specifications called for 20 feet 
between those houses, which would have covered the entire distance 
between the houses. Then the Veterans’ Administration allowed you 
to cut that 10 feet, which left a very unsightly area down between 
the houses. 

Mr. Weiss. You are talking now of something else. Mr. Chair- 
man. You are talking of sodding, not of land planning. I am talk- 
ing of the over-all comprehensive—— 

Mr. Treacue. Let us comment on that. I want you to comment 
while we are here at thet point. 

Mr. Weiss. Now, you are asking me? 

Mr. Teague. Veterans’ Administration approved your cutting this 
back to 10 feet instead of covering the whole distance between the 
houses and alleyway. 

Mr. Weiss. What is your question ? 

Mr. Tracur. My question is: They permitted you to do this with 
no adjustment in the cost. Again, the veteran knowing nothing about 
it and expecting to get this sed in between the houses—it permits the 
builder to change his specifications not to do it. 

Mr. Weiss. Do you expect me to answer as to why they do it? 

I don’t know. 
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Mr. Teacve. Answer this one, then. Do you think that is fair to 
the veteran? 

Mr. Werss. It is a difficult question to answer on a “Yes” or “No” 
basis, because there are so many factors that go into the building of 
a project. 

Vet me phrase it to you in this way, then. I am told by hearsay 
from other builders that the common practice by other builders and 
by Veterans’ Administration inspectors—I was not part of the original 
plans and specifications formulation and so do not know what went 
on—is to sod 10 feet in the rear of the house, and our project was so 
approved. 

Mr. Treacur. Mr. Weiss, I am not a builder and know nothing about 
building. It seems to me, though, that I as a builder, if 1 were going 
out to build a place like Templeton Knolls, with specifications where 
the veterans thought they were to get sod between those houses, would 
not even have asked to cut that sodding down, where it left an un- 
sightly area between their homes. 

Mr. Weiss. Let me see that picture, again. 

Mr. Tracur. It is just behind Mr. Meyer’s house and that whole 
area we are talking about all the way through. 

Mr. Weiss. You are alluding to this particular spot. You are tak- 
ing one small segment out of an area of 40 acres. 

Mr. Treacur. I do not know whether all of them are that way or not. 

Mr. Werss. They are not all that way. 

Mr. Treacur. Why would the builder ask the Veterans’ Administra- 
tion to ask the builder to cut it out of this one particular area? 

Mr. Weiss. The answer is that I don’t know. 

Mr. Meapows. Then if the Veterans’ Administration says, “We will 
agree on condition that you sod all the slopes, all the terraces, regard- 
less of the location, and seed the flat areas”—— 

Mr. Weiss. You are a little ahead of yourself there, Mr. Meadows, 
because there is a lot of confusion on the question of sodding and 
seeding, and many thing happen. They did consent ultimately, Vet- 
erans’ Administration did, as a result of an application that I made, 
to change the specification on sodding. 

Mr. Teacur. Why would you ask to change that area there? 

Mr. Weiss. I don’t know that particular area, but I had nothing 
to do with this area. 

However, I did request of the Veterans’ Administration permis- 
sion to change the sodding and seeding aspects of blocks K, D, L, and 
J, as I recall it, four of the last blocks to be completed in the project. 

Mr. Meavows. What was their reaction to the request ¢ 

Mr. Weiss. They first turned it down. Then, upon a second appli- 
cation, they reconsidered it and approved it. So that I am now bound 
only to sod the excessive slopes and seed the flat areas. 

However, I would like to go a little further on that. But since we 
have resumed sodding operations this spring, a couple of weeks ago, 
and before this hearing—because I want to make that clear—we volun- 
tarily gave, I personally gave, a lot of thought to it, and considered 
that it would be unwise to seed any of the areas, flat or anything else, 
and we are now sodding all of the areas within the prescribed limits 
of the 10 feet from the rear of the house to the curb, and all the 
excessive slopes. That is our practice now, and that is what we are 
doing. 
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Mr. Meapows. Then what happens to a flat area outside of that? 

Mr. Wetss. Nothing. 

Mr. Mrapows. It is not even seeded ? 

Mr. Weiss. It is not seeded. 

I would like to read you further on the question of sodding and 
seeding, and show you what brought out some of these requests. 

We are talking now of the period of the conversation I had with 
Mr. Smith, Mr. Chairman, on his first visit and only visit to the job 
where I met him, in 1951. He may have been there many times since. 
I didn’t see him. Mr. Smith agreed that it was impractical and 
unfair to expect that of us. I am referring to this replanning of the 
over-all, far more important than this question of resodding 10 feet 
or 20 feet. 

Mr. Tracue. It may be more important to you, but not more impor- 
tant to those veterans that went in there living in those houses, and 
look out there and find a bunch of washed-out mud. 

Mr. Weiss. It is more important from this standpoint. I think you 
will be quick to agree that a comprehensive and thorough land- 
planning job is much more to be considered than the question of a few 
more feet of sod. That is what I am referring to. 

In any event, he said wherever possible he would like us to create 
the best possible condition, and at great additional expense to our- 
selves we have done so. 

It is very simple, now that it is all over, to say that the condition is 
not an ideal one. 

FHA would have taken 3 months in its study of land planning. 
We deliberately chose not to build under FHA, because at the time 
we dealt with Veterans’ Administration their requirements were not 
of the same type and caliber as FHA. 

Did you hear me, Mr. Meadows? 

Mr. Meapows. I didn’t. I am sorry. 

Mr. Werss. I will repeat. I said we deliberately chose not to build 
under FHA, because at the time, that is, the period of conception, we 
dealt with Veterans’ Administration, their requirements were not of 
the same type and caliber of FHA. 

Mr. Meapows. You mean it was lesser? 

Mr. Wetss. Well, of course. Their standards were lower. They 
required less of a builder. 

Everybody knows that an FHA project is a much more desirable 
one to the builder, because in times past he got a premium on his FHA 
loans, but that was never true of Veterans’ Administration loans. 
They were and continue to be a drug on the market. 

Much has been said about the houses constructed in block C. That 
is the block where Mr. Spangler was purported to have purchased a 
house, as you recall, where he did buy a house. The facts are that 
just as this project was about to be launched, the Maryland Park and 
Planning Commission, I am informed, changed the lay-out of block 
C and by so doing caused the blocks to be laid out in such a manner 
that it was impossible to create double terraces, because the distance 
between the property line and the houses was not enough to accom- 
modate double terracing. 

Under these circumstances, Mr. Barker refused, despite pressure 
from veterans, Congressmen, myself, and I don’t know how many 
other persons, to accept these homes for insurance. 
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Mr. Mreapows. Have they subsequently been sold to anyone else? 

Mr. Weiss. Let me finish. Under these circumstances, the veterans 
were not in a position to complete their purchases of these homes. We 
did offer to sell them on a conventional loan basis, but I believe the 
veterans lacked the necessary down payment. And so there was no 
alternative but to consider these contracts at an end. The veteran 
could not perform, and neither could we. 

The veterans involved, I know, consulted attorneys, and I believe 
they were advised accordingly. Thus far in these hearings, I have 
heard no one mention, and I am surprised at this, on our behalf, that 
these homes remained, Mr. Chairman, unsold and unoccupied to the 
present date. They are empty, deteriorating, require new coats of 
paint, these houses these people wanted me to deliver, which I was 
so anxious to deliver. Surely no one can think that we have delib- 
erately held these homes off the market in the hopes of getting more 
money for them. No one wants to carry a house unoccupied with a 
substantial sum of money—and for your information we have about 
a $5,500 building loan on these houses, so they represent a lot of 
money to us—invested in them for 2 years, while the same accrues 
taxes, interest, and soon. Those houses are unsold. 

Mr. Meapows. Are they so sorry that you can’t sell them on con- 
ventional loan ¢ 

Mr. Weiss. No: the houses aren’t so sorry. But you can’t sell 
houses with large down payments. At least that has been our ex- 
perience. We have houses, for example, where we lack GI funds, GI 
mortgage money. We have houses on which there is no problem. Fol- 
low this, Mr. Chairman. We have homes in Templeton Knolls where 
we have Veterans’ Administration final certificate and have no com- 
mitment for it. We can’t sell those homes, because the average pur- 
chaser doesn’t have the amount of cash required. That is just part 
of the situation in your GI loans. 

On the question of flooring, I offer for the record invoices covering 
the purchase of beech flooring. I hand them to you here. I want you 
gentlemen to see them first. 

You will find that we paid $175 per thousand feet, plus delivery, for 
beech flooring, and that this flooring was first- and second-grade beech 
flooring, and, for the information of your committee, first- and second- 
grade beech flooring is considered, I believe, the top grade of beech 
flooring obtainable. 

Mr. Tracue. In other words, second grade is good beech flooring? 

Mr. Werss. I offer further for the record 

Mr. Teacur. Would you answer that question, Mr. Weiss ! 

Mr. Wess. It is. 

I offer further for your consideration a rule book from the National 
Oak Flooring Manufacturers Association, who also control beech and 
pecan flooring, and soon. And let us find beech. 

First and second grade are the two top grades. And they are sold 
on an average grade, first and second. You see where they stand in 
that list. Mr. Meadows ? 

Mr. Meapows. Of course, we have a question here, Mr. Weiss, and 
perhaps it is not your fault, necessarily, the question of how good a 
specification Veterans’ Administration released to you when they re- 
leased the words “a good grade of beech.” 

Mr. Wetss. That was no specification. 
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Mr. Meapows. It is no specification / 

Mr. Weiss. Technically speaking, it is no specification. 

Mr. Meavows. It allows you to go on to third grade, to do just 
about 
Mr. Wetss. But we didn’t do just about. There is the evidence. 

Now, on the question of Meyer’s floor, I want to deal with it. 

Mr. Tracur. No, I want to ask you something else. 

Mr. Wetss. Surely. 

Mr. Tracvue. In connection with the request that went in to the 
Veterans’ Administration asking that the price of these houses be 
upped, the reason was given that it was because of the cost of oak 
flooring going up. 

Mr. Smith and, I believe, Mr. Callahan testified it was scarcity of 
oak flooring. 

Mr. Weiss. I cover that in my statement. 

Mr. Teague. Answer it now. 

Mr. Wess. The answer is that the man who wrote that letter was a 
job superintendent, and he was very stupid, because he didn’t know the 
facts. The facts are these: that oak flooring was not only very costly 
and perhaps had risen so sharply in a short period of time in the 
summer of 1950, but it was just unobtainable in the volume that we 
would require to maintain the cycle of building that we then contem- 
pl ated. Follow this. 

In the summer of 1950, we saw only 300 homes constructed in 12 
months in Templeton Knolls. Do I make my self clear on that point? 

Therefore we had to have an assured source of supply on all mate- 
rials. You can’t finish and be stuck. 

Now, we knew that in the last World War, in the Sec uae World War, 
oak disappeared, completely and absolutely. The Navy took huge 
quantities of it. It is trade knowledge, and I cover that here, that oak 
of all kinds was very scarce. 

And so he writes a letter. The job superintendent writes a letter to 
the Veterans’ Administration, and I read to my utter embarrassment 
and amazement that he points out only one aspect of it, the cost of 
flooring. That was ridiculous. Because the records of the National 
Hardwood Flooring Association will disclose to you, if you investigate 
them, that there was an extreme scarcity, and oak flooring, like a lot 
of things, just disappeared. 

Let me read, specifically, on the question of Meyer's flooring. 

I saw the floor in Mr. Meyer’s home about a month ago. 

It is very easy to condemn and be critical. Several things may have 
happened in that particular house. On a project of this size, flooring 
comes in carloads and in various lengths, and sometimes it is impos- 
sible for a builder to control a proper ‘distribution of lengths, and that 
is very important, and, for your information, every grade of lumber 
and flooring contains variations of character and quality within a 
p irticular grade, and it is known that an accumulation of what we call 
“shorts” and sometimes the lower end of a grade finds its way into a 
particular room, or even a house, or even houses. 

I would like to dwell on that for a moment. 

Mr. Tracuer. You could talk about that for 40 minutes, but do you 
expect us or Mr. Meyer to accept it as the reason for having the floor 
he has? 

You can talk on it the rest of the day, but that won’t explain it. 
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Mr. Weiss. I will explain it. 
Mr. Tracur. What grade of beech do you consider Mr. Meyer's 
home ¢ 

Mr. Weiss. I didn’t grade it out, and I am not aware of the Na- 
tional Hardwood Flooring Association grade. I would be interested 
to know. I don’t know. 

The answer is that I have explained one thing here, and it is very 
important. 

Mr. Teacue. You mean by that statement that you think the man 
who does know might grade that as No. 1 or No. 2 beech ? 

Mr. Weiss. Truthfully, I don’t know. But the only way I can 
explain that particular lot of flooring to you is to tell you that flooring 
coming up on a project of this type comes in many lengths, and it is 
quite possible that Mr. Meyer inherited a very low end of a proper 
grade of flooring, and it all was dumped in his house. That is riot 
uncommon. It does happen. 

Mr. Teacur. And did you expect Mr. Meyer to be satisfied with 
that ? 

Mr. Weiss. No. We will go into that in a moment. 

In other words, what is known as an accumulation of shorts. And 
sometimes the lower end of a grade finds its way into a particular 
home. I covered that. I told Mrs. Meyer when I was in the house 
that 1 would consider replacing the floor. And in this connection, I 
might mention that I voluntarily replaced the floor for someone else 
in this development when I thought the flooring was not up to a rea- 
sonable standard. 

Mr. Meapows. Did you tell her you would consider replacing the 
floor or certain defective pieces ? 

Mr. Weiss. No, I said I would consider replacing the floor. I didn’t 
tell her I would. Isaid I would consider it. 

I fully intended to replace the floor in the Meyer’s house, although 
I will say to this committee that when I saw the house, when it was 
inspected—I am going back sometime into 1951 now, or maybe early 
1952; I am not sure of the date—to the best of my recollection, it did 
not look anything like the floor I saw when I was in their home a 
month ago. 

I won't attempt to explain away the present condition of the floor. 
But many things could have happened to it in the interim: Excessive 
heat could have caused the floor to shrink and crack. And in some 
instances, strips of flooring might have slipped. I just don’t know. 
I know that that floor did not look like that to me the day I went into 
the house, when it was finally inspected. 

Mr. Meavows. Do you think that also might have encouraged the 
worms to go in and make the holes in the floor? 

Mr. Weiss. I don’t know of any worms in the floor. 

Mr. Meapows. It is obvious that a lot of that beech is worm-eaten 
beech. 

Mr. Wess. We didn’t buy it as worm-eaten beech. 

Mr. Meapows. You put it in Mr. Meyer’s home that way. 

Mr. Wess. We didn’t do that with malice aforethought. “As I tried 
to explain to you, you can consult with other people, flooring people. 
Accumulations of shorts 

Mr. Meapows. Mr. Weiss, nobody would question that. The point 
I make is this: Do you expect Mr. Meyer to accept it ? 
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Mr. Weiss. I intend to replace Mr. Meyer’s flooring. 

Mr. Meapows. I was hoping you would say that. 

You refer to shorts. This 1s second-grade beech, 114 to 16 feet. 
Many pieces in there would even deviate from that. 

Mr. Weiss. It is possible. 

Mr. Meapows. Which gets you down to a third grade. : 

Mr. Weiss. It is possible. ‘And it isn’t uncommon for a manufac- 
turer to slip a little third grade, too, although you may be paying 
for first and second. That is possible also. 

Anyway, let’s deal with it a little further. 

The subject of the substitution of oak for pine and likewise beech 
for oak flooring has been pretty well covered by Messrs. Smith and 
Barker, but I want to say in this regard that there was an extreme 
shortage of oak flooring and oak generally. The oak production rec- 
ords of the National Hardwood Flooring Manufacturers Association 
bear that out, too. 

Mr. Meapows. Have you examined the installation of those rails 
in this group of homes ¢ 

Mr. Wetss. Not in this particular group. I will readily concede 
that some of them are not as ideally installed as I would like to see 
them. And we are installing them very much better. We gained 
nothing, to the best of my knowledge, by these substitutions. 

In other words, this was a period of extreme shortage, where we 
foresaw 300 homes going forward within 12 months, and the purpose 
of the request for substitutions was not monet: ry gi ain, because it is 
ridiculous to even think of it. First of all, we paid a high price for the 
first and second beech. 

Mr. Teaevr. You gained nothing, but also the purchaser lost 
something. 

Mr. Wetss. I don’t agree with you, for this reason. I will expbain 
this, something your own investigators haven’t told you about. They 
should have seen it. Do you know, Mr. Clogston, that these houses 
were built with first spruce framing members, the floor joists, the 
celling beams, and the roof rafters, and that that is not common in 
this area ¢ 

Mr. CLocsron. I believe that is what you specified before you 
started. 

Mr. Weiss. I don’t believe so. I can’t answer that of my own knowl- 
edge. But if it was, it was a deliberate extreme in cost to us, because 
we could have used No. 2 common yellow pine. 

Mr. Meapows. But if we want to talk about the deviations from the 
plan, that is something we haven't talked about. We can go into that 
also, and considerable quest ions have arisen on that point, 

Mr. Weiss. I am talking now about the variations in the type of 
lumber. 

In other words, Mr. Chairman, we went out of our way and pur- 
chased a higher cost material than is common in this area. We didn’t 
use yellow pine. We used west coast lumber which cost considerably 
more, as you people will testify. 

Mr. Tracur. If every builder knows there is a shortage of oak floor- 
ing, and you knew it at the beginning of this project, why was it not 
put in the original specifications? Was that to make it look a little 
better for the veteran ? 
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Mr. Weiss. No, because you must recognize, Mr. Chairman, if you 
think about it, that the specifications—and I haven’t checked these 
dates, but I would assume, since someone testified, Mr. Callahan, I 
believe, that fo came in to Veterans’ Administration in the early 
spring or late fall of 1951—were conceived long before Korea, and that 
this Job moved forward immediately before Korea. It started to 
operate in July. And that is when we were hit with the extreme 
shortage. It is hard for me to relate to you the worry and the fear of 
having a project under way and not being able to get this when you 
need it, having had the First World War so fresh in my memory as to 
shortages, and particularly going underground. Oak flooring went 
out of existence. The mills went down. That was our thinking. 

I would like to tell the committee that a careful analysis of the 
homes we sold on a month-by-month basis will show that we sold many 
houses below the certificate of reasonable value, and therefore the vet- 
erans lost nothing by any of these substitutions. 

I believe that this particular group was sold so far below the certifi- 
cates of reasonable value that any piddling thing that we are talking 
about, screens in the basement, which I will dwell upon in a moment, 
are as nothing compared to what these people got in real value. 

Mr. Tracve. Do you mean below the $10,000 or the $12,500? 

Mr. Werss. Below the various steps. We were always lagging be- 
hind, I believe. 

Mr. Meavows. Which was your voluntary sales policy, was it not? 

Mr. Wetss. I would rather not answer that. It was pretty well 
fouled up. I don’t know whether it was voluntary or involuntary, but 
it happened. 

I do not know what prompted the Veterans’ Administration to con- 
sent to the substitutions, but they did, and we as builders acted 
accerdingly. 

On the subject of the crawl-space houses, to the best of my knowledge 
and recollection, we originally did three things. We insulated the 
underside of the floor beams, we installed more than the required 
ventilation, and we put what we apparently thought was the proper 
weight felt paper on the ground. This was in the early group of 
houses. 

It was Mr. Smith himself who told me personally, sometime during 
1951, that we were doing more than they required of us, and that we 
could eliminate the insulation from the underside of the floor joists. 

In other words, here again you have a picture. And that is im- 
portant. 

Mr. Tracur. When your specifications call for a certain thing, are 
you not supposed to do it a certain way? 

Mr. Wertss. I don’t know whether they did or not at this particular 
point. There was a great deal of ambiguity. In talking to my super- 
intendent even as late as Friday about the question of crawl-space 
houses, he said there was so much confusion on that subject. I will 
dwell on it here in my statement in a moment. 

Somehow it appears, although I have not personally checked the 
crawl-space houses, that confusion resulted, and in some cases im- 
proper felt paper may have been used. : 

But I want this committee to know that at no time during the life 
of the job was there an attempt to use any cheap or shoddy material 
or to defraud any purchaser. 
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There may have been mistakes of judgment, because of the project 
being thrown off balance because of our inability to maintain a normal 
cycle of construction. 

With respect to the confusion that seems to exist regarding sodding 
or seeding of the land in this development—well, I think I have cov- 
ered that. 

Mr. Meapows. There is a picture, Mr. Weiss, of some of the paper 
that was put down and that lasted about 2 months. We will show you 
a couple of other pictures. 

Mr. Wess. I think that is wrong, and it should be corrected. 

Mr. Meapows. Those you see have nothing, and neither do they have 
insulation. 

Also you will observe in one of those pictures that a sewer has been 
tapped to drain the crawl space. 

Mr. Werss. If it has, it has never been done with my knowledge. 

On the subject of screens, I wish to inform the committee that to 
the best of my knowledge we never represented that we would supply 
screens with basement houses. 

If the certificate of reasonable value specified it, I never saw it. I 
heard much today of screens being required on all openings above the 
foundation. And that certainly would exclude basement screens. 

Mr. Meapows. I read to you from your contract here, Mr. Weiss. 
It is item 5 of the contract, and so far every contract we have exam- 
‘ned hes been in the same identical form. It makes reference to the 
house, and it says (reading) : 

Houses to have basements * * * the sale is to include an electric refriger- 
ator, 36-inch gas range, automatic washer, venetian blinds, and screens for all 
exterior openings. 

Then, in tracing this particular matter through the Veterans Ad- 
ministration files, it is quite clear that the original value of the base- 
ment was established on several conditions, one of those being that 
there would be screens on these three casement windows. It is quite 
clear that the certificates of reasonable value were predicated on that 
assumption, since it was written in. I can’t see how there is very much 
confusion about that. 

Mr. Weiss. I will tell you how there is confusion in a moment. 
We sold many of our homes from a basic crawl-space house, and as a 
result of that it was never our intention to supply screens. It was 
never represented to the purchasers that we would. It must be con- 
ceded that there is great ambiguity on this subject. In other words. 
I will go further with you. There was a discussion between Messrs. 
Barker, Smith, and myself, sometime in the late fall or early winter 
of 1951, And, as I understood the result of that meeting, we were not 
to supply screens in the major portion of the development. Barker said 
he would like to have screens or felt we should supply them in blocks 
D, J. and L, which were yet to be constructed. That is my best recol- 
lection on the subject of basement screens. 

Mr. Tracusr. Mr. Barker wrote a letter on May 22, 1950, informing 
the builder that the appraisal committee had made appraisal of $10,000 
subject to the inclusion of a long list of items, one of which is “screens 
for all windows and door openings.” 

If you accepted that. would that mean a screen for the basement 
windows? 
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Mr. Weiss. Was that refererring to the basement house, Mr. Chair- 
man, or to the basic crawl-space house / 

Mr. Mrapows. That probably was referring to the crawl-space 
house, because of the value. 

Mr. Werss. I trust that in this discussion you can see, as reasonable 
people, how we in good faith set up one line of thinking, and you are 
taking an entirely opposite line of reasoning. 

Mr. Tracur. We are taking the reasoning of the veterans. 

Mr. Weiss. Of course you are. But I want you to understand and 
know and feel that we would not deliberately and intentionally go out 
and say toa man, “Here. You bought a house. We are going to de- 
prive you of this item.” 

Mr. Tracur. Let me get over to another item that is applying to 
basement houses. 

On September 27, 1950, an item of $750 is approved by letter for in- 
cluding certain basement items to these houses, including sealed case- 
ment windows with screens. 

Mr. Wess. Did we ever get that letter? 

Mr. Treacuer. I do not know whether you got it or not, but it was 
the approval of $750 for basement use. 

Mr. Weiss. Mr. Chairman, one of the weaknesses in the whole set- 
up—and you will be quick to concede it, I think—is the fact that we 
didn’t get that letter. At least, I never saw it. 

What went on between that panel of appraisers was without our 
knowledge. You see, originally—another umportant thing to bear in 
mind—there were no basement homes planned in this development. 
That was dictated by the condition of the topography as the job de- 
veloped. We found to carry footings down to a sound depth we had 
to create basement houses. There wasn’t any use in having an 8-to- 
10-foot craw] space. You might just as well develop a basement out 
of it. 

I said, Mr. Meadows, while you were engrossed in something else, 
that originally there weren’t any basement homes. And when the 
basement home was dictated by the topography of the ground, and 
we had to carry the foundation down to sound soil, basements were 
automatically created, and request for approval developed as the re- 
sult of that condition. Now, maybe our thoughts were not clear on 
that subject. 

Mr. Meapows. The contract is certainly clear. It says, “House to 
have basement and screens for all interior openings.” 

Mr. Teacue. If your contract says that, does that mean screens for 
basement ¢ 

Mr. Wess. I don’t think it does or does not. 

Mr. Scupper. I think there is a chance of difference of opinion as 
to what this amounts to, but I surely feel that you, having entered into 
this contract, were duty-bound to put the screens on. 

I feel the original contract did not contemplate a house with base- 
ment, because you have written this into section 5, “House and base- 
ment.” 

Now, it is possible that the contract as originally written did not 
contemplate, or maybe you didn’t contemplate, putting screens on the 
basement. But, by your contract here, you have most certainly held 
to it, because you are using that contract. 
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If you did not intend to put Screens on the basement, you should 
not have used this contract. 

Mr. Weiss. I think you are right. 

Mr. Scupper. That is where the confusion is. 

Mr. Weiss. I think you are right. 

Mr. Scuppver. I think you are liable under the contract to put in 
the screens. 

Mr. Weiss. Yes. I have considered that. You may be 100-per- 
cent correct in that interpretation. But what is more important to me, 
gentlemen, at that time, than the money involved in the screens, is the 
justification for things that we have done. Because I stand accused, 
after listening to two hearings here, of some things which I don’t 
subscribe to or agree to in any sense or stretch of the imagination. 
We didn’t buy screens from Ceco Steel Products. Our records will 
prove that we made a contract with Ceco Steel, who supplied all of 
the screens and metal windows for this project. We never bought 
screens and metal windows for this project. We never bought screens 
for the basement. It isn’t something we bought and canceled saying 
“We can save that money.” That was not in our thinking. It was not 
in our minds. 

Mr. Teaevur. I do not question that. But we are trying to write a 
new bill for housing. And, so help me, it ought to be written so that 
when a veteran buys something he knows what he is buying. 

Mr. Wetss. I will submit this suggestion to you. I have given it a 
lot of thought. When we came down here, we submitted a purported 
contract to Colonial Mortgage Co. that we were going to use in this 
area. We were told that they would take it to Veterans’ Administra- 
tion for their approval. The contract had many things in it, some of 
which we were asked to delete, including, gentlemen, an escalator 
clause. That cost me $250,000, for your information. We had no 
escalator clause, although it was common practice to have it. What 
I would suggest, in my little contribution to this discussion, is that 
you see that there is adopted a uniform standard contract and war- 
ranty throughout this State, wherever there is Federal Housing Ad 
ministration or Veterans’ Administration. Becafse, in the long run, 
you get veterans purchasing under Federal Housing Administration 
also. 

Mr. Treacur. Should the warranty be compulsory / 

Mr. Weiss. It should be compulsory. 

The builder should know where he stands, and the purchaser should 
know where he stands, and the Government should know were it 
stands. 

Mr. Treacur. The reason I ask that is that the National Association 
of Home Builders say that the warranty should be voluntary and 
not compulsory. 

Mr. Weiss. I disagree with that. Because some builders in the 
same area would give a warranty, and others will give no warranty. 

The answer is this: Let us establish this, and let us know where 
we as builders stand, what our responsibilities are. I have no inten- 
tion of maintaining homes for people in this project or any other 
project, but Tam maintaining them. I will prove it to you. 

Now, the Veterans’ Administration is entitled to know. After all, 
they interpret these regulations. If they know it is law for builder to 
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give a warranty, they will exact a warranty. And I don’t see why, 
if you can write a standard form of guaranty to a lender, you can't 
build a standard form of contract and warranty to be used throughout 
the United States. There is no earthly reason why it can’t be brought 
into being. It may take a little time and may have to have many 
local peculiar aspects to it; in other words, by local amendment and 
so on, applicable because of local conditions. The same warranty I 
don’t tell you will be good in California as is used in New York, or 
vice versa. 

But we have needed that for many years. I am darned if I know 
sometimes where I stand with a buyer. I don’t know whether I 
repaint it after it has been up for a year or not. 

Get your American Society of Architects, your best people out 
of your own organization, Housing and Home Finance. Give them 6 
months and let them work out a contract. They will eventually come 
out with a contract, a warranty, something you will tack on every 
time you get a.loan. 

And another thing. A GI should not be permitted to get this 
ridiculous piece of paper put out on our job, an offer to purchase. 
Some of them don’t contain the price or the terms or the date or any- 
thing else that is pertinent and vital. 

Mr. Meapvows. This [indicating] ? 

Mr. Weiss. That and the other little red-purple thing you have 
there. 

I will tell you of a case where a man bought three houses on it, 
and it had on it nothing. That is no way to do business. That is 
ridiculous. And that is the cause of a lot of our grief. 

Mr. Scupper. I happened to be real-estate commissioner of Cali- 
fornia for 5 years, and I had written into the law a provision that they 
must have a full description of the property on the terms of purchase, 
and that the purchaser receives a full copy of the entire contract of 
sale. 

I think that sort of thing there only evokes disagreement. 

Mr. Teacue. Should the builder be allowed to change something 
without the veteramknowing anything about it, after he has put money 
down on it, made a contract, and thinks he is going to get something / 

Mr. Weiss. I, Mr. Chairman, have heard that query from you ad- 
dressed to Messrs. Smith and Callahan several times in the past few 
days. I don’t know enough to be able to answer intelligently. I 
don’t even know the mechanics of it. I know the veteran 8 a cer- 
tificate of eligibility. I don’t know when he is born, for instance, 
in this transaction. I have heard Messrs. Barker and others say we 
don’t know the veteran. I don’t know chronologically when the vet- 
eran appears on the scene. 

But I know this: That to me the vet is no different than any other 
citizen. If he buys a piece of real estate, he should have all the rights 
that go with buying. Likewise, he should have obligations and not 
run to Congress every time he has a tummyache. e, too, has a re- 
sponsibility, just as we have, just as you have if you are interested in 
GI housing. 
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I don’t think because he is a veteran he should have congressional 
relief from a contract. And I think the whole thing is part of clean- 
ing up the general picture. Much can be done to improve it. 

Mr. Tracue. The select committee will be adjourned until Wednes- 
day at 10 o'clock. 

(Whereupon, at 12: 10 p. m. Monday, June 9, 1952, the hearing was 
adjourned until Wednesday, June 11, 1952, at 10 a. m.) 





























INVESTIGATION OF THE VETERANS’ LOAN GUARANTY 
PROGRAM 


WEDNESDAY, JUNE 11, 1952 


House or RepresENTATIVES, 
SeLecr ComMirree To INVESTIGATE THE 
Loan Guaranty Program Unpber rue GI Bri, 
Washington, D. C. 

The select committee met at 10 a. m., pursuant to recess, in room 447, 
Old House Office Building, Hon. Harold A. Patten, presiding. 

Present: Representatives Patten and Chudoff. 

Also present: Oliver E. Meadows, staff director of the select com- 
mittee; J. Buford Jenkins, architectural engineer, Veterans’ Admin- 
istration central office; and P. W. Clogston, architectural engineer, 
Housing and Home Finance Agency. 

Mr. Parren. The select committee will come to order. In the ab- 
sence of Chairman Teague, ho has to attend a Labor and Public 
Welfare Committee meeting in the Senate on the GI bill for the 
Korean veterans, | am taking over for him. 

I understand our first witness is Mr. Marcel Weiss, vice president 
of the Spiller Construction Co. Will you come forward, Mr. Weiss ? 
Do you promise that the testimony that you will give will be the truth, 
the whole truth, and nothing but the truth, so help you God ? 


Mr. Weiss. I do. 


TESTIMONY OF MARCEL WEISS, VICE PRESIDENT, SPILLER 
CONSTRUCTION CO.—Resumed 


Mr. Meapows. Do you have more of your prepared statements / 

Mr. Wess. Ve ry little of it, sir. 

Mr. Meapows. Continue with that and there are some specific things 
we would like to dwell on. 

I believe we left off last time, and we had discussed the major com- 
plaints which you previously heard discussed here. We discussed the 
basement, the floors, the screens, the seeding and sodding. I presume 
that the rest of your statement deals with some of the other problems 
that have been raised here. I don’t think you have commented on the 
problem regarding the washing machines. I do not think that there 
has been any comment about the problem regarding the chimneys in 
the project. I believe we did comment on the insulation problem. 

Mr. Weiss. With respect to the appliances generally, with respect 
to the question of allowances or credits, I think the select committee 
is interested in that. 

In the summer or fall of 1950 we had purchased and stored in a 
local warehouse practically all of the appliances required in this 
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project and we have since been paying interest on the money required 
to purchase these appliances and storage charges on the storage of 
same. It dev eloped during the progress of the job that some pur- 
chasers had apphances of their own or they may have wished a dif- 
ferent type of appliance or perhaps a larger refrigerator. Salesmen 
‘ame to us, since in virtually no case did we ever deal directly with 
the purchaser, and requested that we allow the purchaser a sum of 
money if they did not use our appliance. In pa to accommodate 
the purchaser and at some cost to ourselves, we permitted some people 
to supply their own appliances. Our original allowances were based 
on our actual cost of the appliance substitute. 

Mr. Meapows. Based on your actual cost ¢ 

Mr. Weiss. Yes. 

Mr. Meapows. Do you know what that would be with regard to 
the washing machines? 

Mr. Weiss. From memory I don’t know but I heard some figures. 
I think there was a figure of $121.60 and a figure of $125. 

Mr. Meapows. You feel that it was very close to $120, your actual 
cost ¢ 
Mr. Weiss. From memory. not having checked the actual costs 
since the day of the last hearing, but having reviewed just the gen- 
eral aspects of what happened, I know that we originally gave our 
actual cost. This is what happened: Sometime this year after stor- 
age and interest charges had accumulated to a substantial sum, we 
reduced the credit. The credit that was issued was reduced to com- 
pensate for the carrying of these appliances. The result of this sub- 
stitution created a surplus of refrigerators which we have had to sell 
at a loss to ourselves. In order to accomplish this, we ran ads in the 
local newspapers and expended a great deal of time and energy. Not 
having checked the figures actually, but from memory, I know that we 
sold at least 50 refrigerators at a loss, on the open market. Thus we 
did not benefit in any way by this accommodation. 

Mr. Meapows. There is a further point I hope you will clarify. 
In the event a veteran did receive very little or no credit—we cited sev- 
eral cases the other day—who would have benefited from that? 

Mr. Weiss. Specifically are you referring to our project, because 
I heard you mention projects where they received no credit at all. 
Or, for example, where they received $50 for something that may have 


cost someone $125. That did not happen in our project, to the best 


of my knowledge. 

Mr. Parren. You said there was some little reduction. How much? 

Mr. Werss. $15, $20, or $25 at the maximum. 

Mr. Parren. Never below $100? 

Mr. Weiss. No; not on a refrigerator or washing machine. In 
order that I be clear about that reduction, it reflected the actual carry- 
ing charges and interest on particular appliances that were in storage 
from, let us say, the fall of 1950, some of which we still have in storage. 

Mr. Meapows. Let me read some of the allegations regarding credits. 
The owners at 5902 had their own refrigerator and stated they were 
refused a credit and would have to sell their own. 

The owners at 5904 stated they were given a credit of $125 for a 
6-cubic-foot box, paid ¢ ‘olonial Investment Co. $225 for an 8-foot box. 

Mr. Weiss. At that point, in that transaction we had nothing what- 


ever todo. In other words, we had no connection with the purchaser 
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where they bought a larger refrigerator. We were not in the refrig- 
erator business. We had no dealings with them. That wasn’t even 
Colonial. That was strictly an act of the salesman who was on the 
job. Whether he made money, I don’t know. 

Mr. Meapows. Here was a credit of $125. 

Mr. Wetss. I believe that was what we paid for it originally. 

Mr. Meapows, The owners at 5605 Sixty-second Avenue said they 
received $100 credit for the Whirlpool washer. 

Mr. Weiss. We paid more, I am sure, than $100. 

Mr. Meapvows. The owners at 5609 Sixty-second Street said they 
paid a plumber $126 to have the thing installed in the basement. The 
owners at 5605 were given credit of $100 on the re ‘frigerator and 
$60 on the range. There would appear to be some—— 

Mr. Weiss. I think we paid $59 for our ranges. 

Mr. Mreapows. That is considerably less then. ‘That raises another 
question as to the accuracy of the allowances which the Veterans’ Ad- 
ministration gave because they gave a considerably larger figure than 
$69. 

Mr. Wetss. Than $59, I think you meant to say. 

Mr. Meapows. They adjusted credit for the range and it was $80 and 
$150 for the other. Their appraisal was based on $80 for the stove 
and $150 for the refrigerator and $150 for the washing machines. 

Mr. Weiss. On that very point, I am sure that you will appreciate 
the fact that since we did not benefit by this and we owned these 
appliances, because it isn’t infrequent that any appraisal will be 
more or less than what an item may cost—that applies to an entire 
structure. Therefore, what I am concerned with here is, did we do 
anything morally or legally wrong. That is what troubles me. 

Mr. Meapows. I am more particularly concerned in something else. 
Let's say it is a minor matter, $13 or $20 or $15. Here is one case, 
he was given a total credit of $260 for the group that according to the 
Veterans’ Administration should have been $3880. If the owners and 
builder of Templeton Knolls did not benefit, it had to be someone else. 
It wasn’t you. Who would it be? 

Mr. Wetss. It wasn’t us. I don’t know who it would have been. 
In other words, so there is no doubt as to what happened, we owned 
these appliances. We had substantial sums invested. We were pay- 
ing interest and monthly charges. I can prove these statements by 
the records. What interest would I have in allowing purchasers not 
to take my equipment? In fact, when it originally started I didn’t 
know about it, but when I became active—I don’t know, statistically 
speaking, what percentage of purchasers supplied their own equip- 
ment, but it was a foolish business. We have only to lose by it. Local 
newspapers show that I ran ads trying to attract buyers fer my 
appliances. 

Let’s say it was a foolish practice and probably started by the sales- 
men and condoned by our Mr. Spiller, and frankly, if I had been there 
it would never have occurred because it was bad. The salesmen did 
say, “What are you going to do, let a buyer go because he has an 8-foot 
box?” That was the argument Spiller gave me. I said, “We own 
it. Let’s give it to him.” 

Mr. Meapows. If a builder chooses to tell a veteran, “This is the 
house and it has three pieces of equipment,” you are perfectly within 
your rights to do so, You can see a serious question arises when the 

















| ee 














306 VETERANS’ LOAN GUARANTY PROGRAM 


appraisal is based on $150 for this unit, $60 for this, and in some in- 
stances there are no credits given. Somebody is profiting over and 
above what they are entitled to as a general situation. 

Mr. Weiss. I want to point out for the record and this development 
that never happened where a purchaser received no credit and was 
told, “Take it or leave it,” or some such thing as that. 

Mr. Meapows. We have no record indicating there were no credits. 

Mr. Werss. I will offer my testimony to the best of my knowledge 
that that did not happen in a single case. 

Mr. Meapows. It is not of sufficient importance. 

Mr. Wertss. I want to go back to one thing which will only take a 
brief moment. That deals with this delay in the sewers. I want to 
read this statement to you. 

Mr. Meapows. Will you also comment on the discussion of the 
sewers being tapped ¢ 

Mr. Wetss. Yes. After the sanitary commission had awarded the 
contract for the installation of sewers and water, we got in touch with 
Ahl Bros., to whom the contract was awarded, and made arrangements 
with them to work on Saturdays in order to speed up the completion of 
their work. For this we paid them either $3,000 or $3,500 as a bonus. 
I am not sure of the amount at this moment. The Commission, of 
course, received no part of that money, but I point this out to the com- 
mittee in order to demonstrate how desperate we were in regard to the 
need for these utilities. 

With respect to the picture you showed me of the tapping of the 
sewers, I have no knowledge of the information that would lead or 
indicate that the sewers were tapped. If they were, it was done with- 
out my knowledge. 1 don’t know of it to this very moment. 

Mr. Meapows. I think you will find, Mr. Weiss, that a comprehensive 
check of particularly the crawl-space houses will show, and some of the 
basement houses where they were having trouble, that there are at 
least several. We don’t know how many. We see one that looks to be 
positively a sewer tap. We have two other cases where veterans state 
to us they watched the sewer being tapped ; that they saw it themselves. 
It was for the pur pose of draining the crawl space. It is entirely pos- 
sible a workman came in and tapped it. It might have been the plumb- 
ing subcontractor. We don’t know who took ‘the responsibility for it. 

Mr. Weiss. Neither do I. 

Mr. Meapows. I am sure you are aware it conflicts with the govern- 
ing regulation. 

Mr. Weiss. I have since found out, since this was raised, it was not 
permitted by the local authorities. 

Mr. Meapows. As to what can be done to change those conditions is 
another thing. We know it happened in three cases. We don’t know 
how many more. 

Mr. Wetss. At this time I would like to offer for the record a tabu- 
lation of the sales thus far at Templeton Knolls. They indicate that 
without giving effect to the nominal reduction in price before the cer- 
tificate of reasonable value, and by that I mean where the certificate 
called for $10,500, we may have sold a house for $10,490. That is 
pure sales policy. We honor that. Excluding those reductions 
which, when you take 300 houses, is in itself money, I find handed to 
me a total of $83,560 covering some 84 cases where we sold below the 
certificate of reasonable value and substantially below. 
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Mr. Meapows. That is sales policy. 

Mr. Weiss. No, that was the result of many things. I excluded 
from this total of $83,000 sales policy figures. In other words, where 
we took nominal payments below the certificate of reasonable value; 
for example, where it ran several thousand dollars below the certificate 
of reasonable value, and here is a case where it ran $1,200. 

Mr. Meavows. Is it possible that those are some of the cases where 
value was raised and you felt obligated to honor the previous com- 
mitment ¢ 

Mr. Weiss. That is right. So it is clear 1 may have made no at- 
tempt. This was handed to me this morning, to analyze each case. 
I was more interested in the over-all net difference between the cer- 
tificates of reasonable value in total and what the sales resulted in. 

Mr. Mreapows. We previously discussed the case of Mario Calvani 
and the question which arises as a result of his making a down pay 
ment or a deposit of $25 on September 17, 1950, and later on Septem- 
ber 30, 1950, making a down payment of $440, and in October (with no 
date indicated for the specific day) signing a contract showing a total 
deposit of $465 on the house to be located on lot 12, block G, with a 
total price of $11,640. As you know, the veteran has told us—and has 
produced documents which would substantiate his statements—that he 
was subsequently required to pay an amount over and above $11,640— 
I believe $15,000—that he made this down payment, signed the con 
tract himself and turned it over to the salesman of Colonial Invest- 
ment Co., and that it was apparently retained for a year and then 
given back to him on the premise that it had not been signed by the 
other party. Therefore, it was not a valid contract and he was pre- 
sumably required to sign another contract which does appear in the 
file, dated about a year later, and of course had to pay an increase in 
the price of the house. 

Have you been able to find out from your files the facts on this case ? 

Mr. Wess. Our files reveal nothing. I have them here. They 
reveal nothing other than the contract, the settlement sheet—well, 
not the contract, a lease—inspection reports, and several letters. That 
is the entire jacket on the Calvani case. 

Mr. Meapvows. That is, the files of Templeton Knolls? 

Mr. Weiss. That is right. However, I have a statement here which 
purports to be a summary of the history of the Calvani case, from 
the mortgage broker. 

Mr. Meapows. Who furnished it to you specifically, Mr. Weiss ¢ 

Mr. Wetss. Colonial Mortgage Co., this morning. I will read it. 

On September 17, 1950, a deposit of $25 was taken. This deposit 
was to be increased to $600 within 14 days. The house was to be de- 
livered within a period of 150 days. The offer to purchase states 
further that, if purchaser fails to sign a formal contract within 14 
days, the agreement shall be void, and the deposit forfeited. 

On February 24, 1951, the case was completed for credit inspection. 
I don’t know what that means. 

On February 26, 1951, the case was rejected because of insufficient 
income and too short a time on possession. In other words, they mean 
he wasn’t employed long enough to warrant their passing him for a 
mortgage risk. The case was reopened on October 3, 1951, and ap- 
proved, subject to credit report. 
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On October 18, 1951, notice was received that the bank account 
could not be verified. Apparently that is part of credit verification. 

On October 23, 1951, the purchasers were advised they would try 
to verify the bank account. Application showed that Mrs. Calvani 
was working. 

On October 19, 1951, advised that the wife was not employed. The 
wife’s income was necessary to make up the difference in salary re- 
quired to carry the loan requested. The case was rejected. That is 
the second rejection from their record. 

A salary of $4,200 was required to carry this mortgage. 

On November 15, 1951, a letter was received from the State De- 
partment verifying an increase of salary of Mr. Calvani from 
$3,825 to $4,205. 

On November 19, 1951, the case was approved for processing. The 
case was submitted to the Veterans’ Administration for commitment 
the same day. The Veterans’ Administration issued a commitment 
on November 30, 1951, received December 3, 1951. 

The case was submitted to the lending institution for approval on 
December 5, 1951: approval of Philadelphia office received December 
5, 1951. The case was closed on December 20, 1951. 

As soon as necessary credit information was received, no delay was 
encountered in making the settlement. Apparently what happened 
in the interim was that this purchaser was not a purchaser. He could 
not be a purchaser unless he was approved for credit. 

Mr. Meapows. We have this question: there is a provision in the 
contract regarding this particular subject. It says that if the pur- 
chaser, by reason of credit or otherwise, shall not be acceptable to or 
fulfill the requirements of the Veterans’ Administration and/or the 
lending institution, the seller, upon receiving a notice thereof from 
the Veterans’ Administration or the lending institution, shall cancel 
this contract and return the deposit paid hereunder, less the cost of 
the Veterans’ Administration appraisal and credit report, and each 
party shall be discharged of his liability to the other hereunder. 

Apparently that was not done. Apparently Mr. Calvani’s money 
was retained by the Colonial Investment Co. His contract was re- 
tained and, therefore, he had a right to believe he was a party to an 
existing contract. 

Mr. Weiss. I am informed by Colonial that those are not the facts. 
I will read a further memorandum from the sales department. What 
I have read is from their mortgage file. 

Mr. Meapvows. You are not stating that you are going to attempt 
to refute this paragraph which I read from the contract ? 

Mr. Wetss. No; not at all. I say those are not the facts as far as 
Calvani’s deposit is concerned, because I understand from what I have 
been told—remember, in no instance do we have this money or do we 
even have knowledge of it when a deposit is first taken. 

An interim deposit of $25 was received on September 17, 1950. This 
repeats what the mortgage file says. Credit information was fur- 
nished on February 24, 1951, and the case sent to Colonial Mortgage 
Co. for approval. Case rejected by the mortgage corporation for 
insufficient income and Mr. Calvani so notified. He requested that 
deposit not be refunded until he endeavored to strengthen his financial 
position so that it might receive favorable attention. At that point, 




















VETERANS’ LOAN GUARANTY PROGRAM 309 


however, he was out as far as the purchase was concerned. Let’s see 
what happened further. 

It was our policy to have contracts signed by the builder after 
approval of loan, and Mr. Calvani was told that, while we would hold 
the deposit, the case was no sale until satisfactory credit information 
was furnished. Mr. Calvani changed positions in late August, and 
the case was resubmitted to the mortgage corporation in September 
1951. It was again rejected by the mortgage department and deposit 
refunded to Mr. Calvani. That is what this paper says. I don’t know 
if that is so. 

In the meantime the builder had refused to sign the contracts pre- 
sented after May 1951, and had the case been approved, although no 
raise in price had been approved, I am sure the builder would have 
signed the contract. 

Later in the month, after a price rise had been approved, Mr. Cal. 
vani informed me of a further change in his financial status. 1 told 
him a price increase had been granted by the Veterans’ Administration 
and would contact the builder, who agreed to a compromise of $13,000. 
A new contract was negotiated for this amount under a new financial 
statement and the case was approved by the mortgage corporation. 

Mr. Meapows. I wonder if you will step aside and we will have Mr. 
Calvani make a comment. Is there something that you would like to 
say 

Mr. Parren. Will you raise your right hand¢ Will you swear that 
the testimony you are about to give will be the truth, the whole truth, 
and nothing but the truth, so help you God? 

Mr. Catvant. I do. 


TESTIMONY OF MARIO CALVANI, TEMPLETON KNOLLS, 
RIVERDALE, MD. 


Mr. Catvant. I think there is a discrepancy in what happened and 
what was said. I understand that is a statement written for Mr. Weiss 
and not his statement, but someone else’s. 

In February 1951, I was at Mr. Reeside’s office. I had a check in 
my hand for $500. This check would have brought down the pay- 
ments below the amount that I needed at that time on the basis of my 
income. I discussed the matter with Mr. Reeside. He told me I had 
sufficient income and sufficient financial standing so that I did not re- 
quire an additional down payment. 

Mr. Mravows. I can understand that. I do not get the significance 
of your statement, however. 

Mr. Catvant. Mr. Reeside told me in February that I would have to 
fill out this form showing income. 

Mr. Meapows. February of what year? 

Mr. Catvant. 1951. There was some question in my mind whether 
my income alone was adequate, and if my wife’s income at the time 
would be sufficient. I was sure if the combined income was adequate 
that we could handle it, but with my own income I was not certain. 

So, I went down to Mr. Reeside’s office and had a check in my hand 
for $500 as an additional down payment. This was to be sure my loan 
would be O. K. 

Mr. Mrapows. What bearing does that have on the actual purchase 
price? I don’t follow the significance. What bearing does that 
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particular step on your part to settle your credit problem have to do 
on the purchase price? 

Mr. Catvant. On the purchase price it would have made a difference 
in the loan. I would have $500 less of a loan to repay. I discussed 
it with Mr. Reeside. He looked over my financial business, how much 
property I owned, personal ac aa what I had in the bank, what 
my income was, what my wife’s income was. He told me it was ade- 
quate and I wouldn't have to put any more money down. 

Mr. Meapvows. But still, regardless of how much money you put 
down, you had the question facing you : how much are you going to pay 
i total for this house? Was the house going to be furnished ¢ 

Mr. Catvant. At $11,640. 

Mr. Meapows. Was that Mr. Reeside’s statement as of February 
1951 that that was the price? 

Mr. Catvant. Yes, sir. I didn’t hear from Mr. Reeside about this 
thing until he called me and told me that my application was rejected. 
In the meantime he was asking for statements of income and this and 
that, and I was always able to produce. 

Mr. Meapvows. Tell us when the element of the price increase came 
into the picture. 

Mr. Catvant. The element of price increase did not come in until 
September 1951. That is the first time I was told that the cost of the 
house was increased. 

Mr. Meapows. Then, this conversation you are relating occurred in 
October 1951? 

Mr. Catvant. September of 1951. 

Mr. Meavows. They told you then the price would be $13,000? 

Mr. Catvant. The price had been approved for $14,500. This was 
a telephone conversation. ‘The price had been approved at $14,500 by 
the Veterans’ Administration, but I was going to be given a break and 
he would get it for me for $13,000. 

Mr. Meapows. Did you get the letters Mr. Weiss described here 
somewhere in that interim period, telling that your credit rating was 
inadequate, and did you request them to request the Colonial Invest- 
ment Co. to hold your down payment in spite of that, that you would 
attempt to set your credit straight ¢ 

Mr. Catvant. No. In February I went in there and, as I already 
stated, I was asked about my income. After that I never received 
any letters. The only thing I ever heard from Mr. Reeside was when 
he was asking me for letters to show what my income was. 

Mr. Meapows. It is your testimony you received no letters telling 
you of your inadequate credit status and that you did not request 
the Colonial Investment Co. to retain your down payment in spite 
of that fact ¢ 

Mr. Catvant. I don’t remember receiving any letters from Colonial 
Investment. 

Mr. Meavows. Did you request, when they told you of the question 
regarding your credit, to retain your $500 down payment while you 
attempted to get your credit straightened out? 

Mr. Catvant. I don’t remember any requests. I don’t remember 
being told I could not get the loan. It was just a question of—I had 
to produce a letter to show my income. I bothered my personnel 
office on three different occasions. 
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Mr. Mrapows. You can see that the question of whether you might 
have a claim of any nature against the Templeton Knolls for the 
Spiller Construction Corp. would have to do with this clause in your 
contract. The contract specifically provides that, if you fail to qualify 
for credit, you be notified. The question is: Did they notify you, and 
did you ask them to retain your money or not, in spite of that? 

Mr. Caxvant. I was not notified that I did not have adequate income. 
In February of 1951 1 went down there to see Mr. Reeside. I had a 
check in my hand, just to make sure that I had adequate down pay- 
ment so I wouldn’t have any trouble. He specifically told me that I 
would not have any trouble. Otherwise, I would have given him the 
$500. I needed a house. 

Mr. Parren. The $500 never passed hands? 

Mr. Careant. No, sir. 1 just had a check that I had drawn out on 
the Suburban Trust Co. in Maryland. 

Mr. Parren. It is your contention that the $500 would have lowered 
your monthly payments so that your income would have been suf- 
ficient ¢ 

Mr. Catvant. That is right. 

Mr. Parren. You did not actually tender the check to Mr. Reeside? 

Mr. Catvant. No, sir. I discussed the whole thing with him. He 
said my income at that time and my personal property, whatever I 
had, was adequate for credit purposes. 

Mr. Parren. Thank you very much, Mr. Calvani. 

Mr. Meapows. Mr. Weiss, would you resume the stand? 


TESTIMONY OF MARCEL WEISS—Resumed 


Mr. Mrapows. I understand you are going back to New York this 
afternoon. Could you see if you could verify the presence or get 
copies of these letters which the Colonial Investmeiut Co. states al 
legedly were written, warning Mr. Calvani that he had inadequate 
credit ¢ 

Mr. Weiss. I don’t think that would be any problem atall. Ithink 
we can get the whole credit jacket from Colonial in which they have 
this case, and which they showed me this morning on the basis of this 
statement. 

Mr. Meapows. Could you get the whole credit jacket and let us 
look at it? 

Mr. Weiss. We will send it by messenger this afternoon. From 
what they read to me, this man was rejected not once but twice. 

Mr. Meapows. And rejected in writing? 

Mr. Wess. I don’t know. You must understand the way they 
function. They have two companies. They have a mortgage depart- 
ment that has no relationship with the purchaser apparently. The 
sales company transfers these files when they have worked up the 
necessary credit data to a point where the case can be processed. It 
is then apparently turned over to their mortgage department. It 
was the mortgage department which turned this man down twice, 
based on a statement made to me by Mr. Joseph Bray, the vice presi- 
dent of Colonial Mortgage Co. 

Mr. Meapows. You will try to get that ? 

Mr. Weiss. Yes. That will be made available to the committee. 

Mr. Meapows. For the purpose of showing whether there is docu- 
mentary evidence that this man was turned down. 
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Mr. Weiss. That is right. That is no prablem. 

I would like to talk about something that is of vital concern to me 
and I think to most veteran purchasers. The committee may be inter- 
ested to learn, in order for us to continue to provide 4 percent loans 
for veteran purchasers, it has cost us a very substantial sum of money 
over and above our originally estimated and calculated financing 
costs. 

I have in my statement a figure of $50,000 that we have spent in 
additional costs. However, I fear I have erred. I think it should 
be double that. 

Mr. Parren. How do you arrive at $50,000? 

Mr. Werss. Because of the collapse of the Government bond market. 
As you gentlemen are well aware, 501’s, which the insurance companies 
were purchasing so readily prior to that collapse, became a drug on 
the market. We were without commitments on a substantial part of 
this project. That is to say, the commitments that we originally 
had expired. The lenders dictated new terms which we, of course, had 
to accede to. We were hardly in a bargaining position with them. 
Lending institutions are just not providing title 501 money at par. 
I am sure you may be aware that the figure ranges all the way up to 
8 percent on GI loans. I don’t know what can be done about it. I 
have given a lot of thought to it. It is a matter of vital concern. 

In this partiular job, the GI’s have benefited from our sacrifices. 
We are in it. We have to go through; so, we are going to pay the 
tariff. If we had to start another 501 project, we would figure the 
going rate for 501 money. That would be reflected in the cost of hous- 
ing toa GI. I don’t know who is kidding who. When you insist on 
4 percent money, you are taking an unrealistic attitude because of 
the reversal of the long-term trend in interest rates. You are denying 
a truth. 

Mr. Partren. In the case of the gentleman who just testified, you 
raised the price xbout $2,000. Is that not reflected ¢ 

Mr. Wess. No. It is not because, Mr. Chairman, that $2,000 is 
reflected in, No. 1—you were not present at the hearing at which I 
testified the other day, in which I pointed out that we started out 
with a house that was 7 percent cade the Veterans’ Administration 
appraisal, the original panel appraisal. Then the Veterans’ Admin- 
istration, with its index of costs on which these increases are based, 
allowed the increased cost. They had nothing to do with financing 
charges. All that occurred much later than this incident. In other 
words, the collapse of the bond market happened sometime last year. 
It has continued to this date. I am negotiating at this moment to 
fund the balance of my GI loans on this job. I am asked whether I 
will sell them at 95. I don’t know what to say because I have been 
paying a stand-by fee monthly to an institution. 

Mr. Parren. The cost of financing is reflected in the fact you did 
not complete the basements; you put in substandard flooring; you 
did not put in the screens; you did not put in seeding and sodding: 
wiring was inadequate; the chimneys were not proper, and the wash- 
ing machines were not properly stabilized. Is that reflection in the 
cost of financing? : 

Mr. Wetss. Will you please repeat that? 

Mr. Parren. As I eo orcad the main contention is the fact that 
the basements were not according to the original specifications; the 
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floors were substandard ; screens were not put on; seeding and sodding 
was not completed; the washing machines were in a position wherein 
they caused vibration all over the house. The chimneys were not 
adequate and the wiring was not according to specifications. Is that 
done in order to take care of the financing cost ¢ 

Mr. Weiss. Of course not. 1 don’t subscribe to any of those state- 
ments and I don’t agree with any of them. 

Mr. Parren. Do you mean to tell me—— 

Mr. Weiss. I will say this, Mr. Chairman, as I said it the other day: 
In a project of this size, it is quite possible there may be a basement 
leaking. Some do leak. They leak in all projects, and there was some 
flooring with which we are not satisfied. That is not the over-all 
picture. That is very important for me to point out to you and for 
you to understand. That does not nearly begin to represent a true 
sampling or a cross section of the 300 houses in Templeton Knolls. 

The construction phase and the cost of construction has nothing 
to do with the financing charges. 

Mr. Parren. The use of certain classes of lumber was the same in 
your 300 houses; is that not true? 

Mr. Weiss. No. If by holding up a piece of flooring in your hand 
you mean to infer that it is what went into all the houses, you are 
wrong. 

Mr. Parren. You did not use the same grade / 

Mr. Weiss. No. Mr. Meadows knows that. He saw some of the 
houses. When I dwell on financing costs, I am talking of something 
specific and yet general at the same time, because it is something that 
concerns the veteran very much and it concerns me very much because 
I am paying to insure that we will get these 501 loans. That is some- 
thing I think should be corrected. In other words, why maintain a 
1 percent picture when it is not a true one‘ Ejither do one of several 
things. Either activate Fannie May and supply it with money so 
that it can buy GI loans at par, season them and readily sell them to 
lending institutions, or raise the interest rate. Don’t go on as you 
are domg how. 

I heard someone, whether it was you or some other member of the 
committee, on the first day of the hearing, say—and you indicated that 
you felt that the GI market would straighten itself out—that 4 per- 
cent money would be available. I don’t remember which member 
it Was. 

Mr. Parren. It was not L. 

Mr. Weiss. I can tell you, dealing with banks almost daily and 
certainly weekly, there is the fact that is far from the truth. It is 
getting worse, not better. 

Mr. Meapows. As you know, the issue which you are now discussing 
is a very broad issue. It is an issue in the Congress rather than an 
issue particularly in this committee. We appreciate your comments 
and they are certainly not different from the comments we hear from 
almost every other person in a similar category. But, if we may, 
let’s discuss this matter particularly. We have no particular juris- 
diction over such a matter. It gets into another committee, particu- 
larly the banking and currency committees, and it ties in also with 
certain bills being debated on stabilization policy now. It is not 
particularly pertinent to the activities of this particular committee. 
Certainly it is pertinent to the veterans’ program. 
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In order that we might complete this situation this session, I would 
like to deal specifically with a summary close to this whole problem. 
Mr. Weiss, the substance of your testimony before us was that there 
have been some problems relating to basements in the project ; that you 
had taken a very vigorous position with the Peter Gordon Co. which 
was your subcontractor, to correct those, and it is your intention where 
there is a defective basement to correct that; is that correct? 

Mr. Weiss. That is correct. 

Mr. Meavows. In connection with this basement problem, is my 
understanding correct that the Peter Gordon Co. was the subcontractor 
for the whole group of basements, or just the waterproofing ¢ 

Mr. Wess. They installed the drain tile and the gravel. 

Mr. Meapows. Did they pour the concrete ‘ 

Mr. Wess. Yes. 

Mr. Meapows. They did not put m the plumbing ‘ 

Mr. Wetss. No. ‘They installed the concrete cellar floor. 

Mr. Meapows. Did they do the cinder block walls ¢ 

Mr. Weiss. They parged the exterior cinder-block walls, which is 
the exterior waterproofing required on the outside. 

Mr. Meapows. You say you will attempt to require the subcon- 
tractor to correct or you will correct the basement situation ¢ 

Mr. Weiss. That is correct. 

Mr. Meavows. With regard to the floors, we discussed Mr. Meyer’s 
floor at considerable length. I understand that your testimony was 
you will correct these defective floors ¢ 

Mr. Weiss. That is right. 

Mr. Meapows. With regard to the basement screens, what is your 
position / 

Mr. Weiss. I have not been able to arrive at a conclusion myself 
at this moment. 

Mr. Meapvows. Regardless of how it may happen, and I can under- 
stand this typewritten enlargement on the concrete might create an 
addition, but I am sure you are aware that the contract calls for base- 
ment screens, and I believe you heard Mr. Callahan’s testimony that 
so far as he is concerned, in review of the Veterans’ Administration 
file, it is his position that screens were required. 

Mr. Wetss. That is true. All that has been said is correct, except 
when this controversy first arose, in a group of contracts made sub- 
sequent to our becoming aware that basement screens were a matter 
of contention, we inserted a clause that all openings were to be 
screened in, except basement windows. There are some contracts 
outstanding with such a contract clause in- them. 

Mr. Meapvows. Then the condition is that there are some that say 
they will be provided and some that say they will not? 

Mr. Weiss. That is correct. 

Mr. Meapows. I am going to discuss this question with Mr. Cal- 
lahan, but there is going to be a necessity for solidifying an agree- 
ment between the two of you as to where the exact obligation lies, 
since there is a conflict in the Veterans’ Administration file. Final 
letters written appear to require screens on the three basement win- 
dows, and the values were set on that. 

With regard to the sodding, seeding, and general question of erosion, 
what are your plans‘ 
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Mr. Weiss. As I think I stated the other day, on the slopes that 
shows signs of erosion which were not completed last fall, it was 
our intention to go back and complete those eroded slopes. 

Mr. Mrapvows. You recognize your obligation to sod all slopes, re- 
gardless of location ¢ 

Mr. Weiss. That is right. 

Mr. Meapows. You recognize your obligation to sod 10 feet back ¢ 

Mr. Weiss. We are doing it now, and we have continued to do it. 
There was a lapse of 7 or 8 months when no sodding took place in 
between last fall and 2 weeks ago; but, on the work we are now doing 
in the nature of sodding, all the slopes are being sodded. We are 
voluntarily surrendering the privilege which we have, based on a 
letter signed by Mr. Smith, to substitute seeding for sodding. We are 
giving that up. 

Mr. Meapows. In the event you do seed in any area, do you recog- 
nize your obligation to provide, in accordance with the minimum con- 
struction standards, 4 inches of topsoil ¢ 

Mr. Weiss. No. 

Mr. Meapows. Do you feel you would comply with the seeding re- 
quirement at your discretion, and the type of grass seed that you con- 
sider appropriate on any type of soil that you care to supply ¢ 

Mr. Weiss. Well, since 1 am not going to seed, I don’t think I want 
to get drawn into my opinion. I am not an expert on seeding. I can 
say we are not going to seed. 

Mr. Meavows. If by chance there should be a change in the attitude 
on any part of the project, I think certainly we will expect Mr. Calla 
han to call your attention to the planting specifications, particularly 
the portion relating to the landse aping, which here is X’ i indic ating 
that is the one you e ‘lect or choose. It says, “4 inches of good topsoil 
will be used in case seeding is done.” I don’t think there is a choice on 
your part. There presumably is a choice or may be a choice under the 
letters which now exist or the authority which now exists in the Vet- 
erans’ Administration; but, should you seed certain flat areas, 1 think 
you have no choice in the matter, other than to put a proper topsoil 
there or indulge in a compliance. 

Mr. Weiss. As I have stated before, we are going to sod. 

Mr. Parren. Did I understand your seeding and sodding is only on 
your new buildings / 

Mr. Weiss. No: we are going back to the old buildings. 

Mr. Meapows. With regard to this problem relating to the washing 
machines, are any of the new houses crawl-space houses ¢ 

Mr. Weiss. IL believe they are. 

Mr. Meapows. What are you doing to correct this problem regard- 
ing the vibration of the washing machines? 

Mr. Weiss. The machines are being bolted down. 

Mr. Meapows. Are you using the same type? 

Mr. Weiss. We own those machines. They are in the warehouse. 
It is the same type machine. 

Mr. Meapows. If the owner requested that you install this machine 
in the basement, would you do so at your cost? It is merely trying to 
get away from a structural deficiency. 

Mr. Weiss. I think this: As a result of a meeting I had with Mr. 
Smith some time ago, he asked me to explore the possibility of securing 
these machines in such a manner as to eliminate excessive vibration. 
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That has been done. It has been done on a number of installations. I 
versonally have not had an opportunity to observe the efficiency of that 
olting-down process. 

I will say to you for the record that I will personally look into that 
and see if they are not functioning properly. That is, the machines 
are functioning properly, but I will endeavor to see that the machines 
do not vibrate. 

Mr. Meapows. Apparently you have three options. One is to secure 
another type machine which does not vibrate. Some of the veterans 
in the project have already shored up the floor joists in an effort to 
alleviate this condition. Others have moved, at their own expense, 
the machine into the basement. Apparently those are the alternates. 

Mr. Weiss. I think we will find an over-all solution. 

Mr. Meapows. Will this over-all solution apply to home owners 
who have that problem existing presently in their homes ¢ 

Mr. Weiss. | think it should. 

Mr. Meavows. With regard to the problems relating to heating out 
there, Mr. Weiss, we are unable to find in the Veterans’ Administra- 
tion files the original heating plan which apparently would apply to 
the first 80 houses. We donot know whether that is lost, can be pate y 
or whether it is missing temporarily, or what the circumstances are. 

There are heating plans for later groups of houses after the first 
SO. I would like to read for the record here a letter which is typical 
of the widespread complaints which we have received out there. It 
is addressed to Mr. Teague. It is from Mrs. Philip Blankenship, 
dated June 10, 1952. She lives at 6002 Madison Street, Templeton 
Knolls. She says: 


As a matter of information and because I am not able to attend the meetings, 
I had a heating engineer from the Webster Co. come to my nonbasement home 
($12,220) at Templeton Knolls and give me an estimate of how much it would 
cost to adjust the heating unit so we would not freeze to death. Our bill was 
close to $40 for the month of February, with the thermostat set at 75 or 80 
degrees, and we had to wrap in blankets to watch television after 7 p. m. 

The upstairs was hot. The heating engineer told me it could be adjusted 
for $520 but he would suggest a complete change at a cost of considerably 


over $500. 
My front door is also cracked and the painter came around to fill it with putty 


I think this should justify a new door. No weather stripping has been put 
under the door. Daylight can be seen underneath. 
The front yard is sunken. We bought the house with the promise that it 


would be filled in the spring. 

I might add that the blueprints are not correct, and she paid $20 
for them. 

The main point of interest is the heating system. What comments 
regarding the heating system do you have? 

Mr. Werss. All that I can tell you about the heating system is that 
it was apparently submitted to the Veterans’ Administration for ap- 
proval originally and accepted by them and passed by them on a 
considerable number of homes. I personally never saw a heating 
plan. Iam sure that the Veterans’ Administration did or they would 
not have approved it. I don’t know whether a $40 bill for the month 
of February is excessive or not. I can only read to you for the record 
a letter from the Washington Gas Light Co. which examined the 
heating plans for these houses. This is dated May 15, 1950, addressed 
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to the Spiller Construction Co. It says in effect, and I will read the 
essential paragraph only: 

Relying on our experiences of over 25 years in heating Washington and 
Maryland homes, the following estimates, based on the use of approved gas 
equipment, have been computed as reasonably correct for heating by gas during 
a 7 months’ normal season, with an indoor temperature of 75 degrees, and 
at night, 60 degrees. For heating a three-bedroom house, $85 per heating sea- 
son. These estimates are estimated on blueprints and construction data sub- 
mitted. All exterior masonry furred and 4 inches of brick and 4 inches of cinder- 
block construction, 4 inches of rock wool on all ceiling areas exposed to attic 
or air space. Metal sash calked, 2-foot crawl space minimum . Fireplaces to be 
equipped with dampers For equipment we recommend selecting an approved 
type of gas-designed winter-conditioning unit with an AGA unit rating equal 
to or greater than the following: Heating type Z-1 house, 52,500 B. t. u.’s 

It is a fact that we have used a larger furnace than the gas company 
required. 

Mr. Meapows. Is it true also that you have subsequently modified 
the heating plan, particularly with the duct arrangements for the 
upstairs ¢ 

Mr. Weiss. It is true. 

Mr. Meapows. The problem apparently exists in the earlier houses 
where there were not proper return ducts from the upstairs. The 
problem is not primarily that of an. inadequate furnace. It is a matter 
of engineering. We have overheating in the upstairs and under- 
heating downstairs as the result of inadequate duct systems. 

With further regard to the letter you read, we have the element 
in the crawl space of no insulation. The question of whether this 
deviation authorized by the Veterans’ Administration, of paper on the 
ground, which in most instances was not complied with by the builder, 
whether you have complied with all the conditions. 

Mr. Weiss. Based on this letter, we have, because they make no 
reference to insulating the underside of a floor joist 

Mr. Meapows. Read that section about insulation, 

Mr. Weiss (reading) : 

These estimates are based on blueprints and construction data recently sub- 
mitted to us as follows: “All exterior masonry walls furred, 4 inches of brick 
and 4 inches of cinder-block construction, 4 inches of rock wool on all ceiling 
areas exposed to the attic or air space.” 





Mr. Meapows. Is not the underside of a craw! space exposed to air 
space ? ’ 

Mr. Weiss. That is a grave question, whether they mean outside air 
space. They specifically have “attic space.” What they mean by “or 
air space” I don’t know. 

Mr. Meapows. With areas from 4 to 6 feet of craw] space—— 

Mr. Wess. It is standard practice and it should be standard prac- 
tice to close the ventilation in the wintertime on all houses that have 
crawl areas. So that would eliminate the cold-air condition. In my 
own home I happen to have a house located considerably north of 
here, where we have a portion of our house on a crawl space. It is my 
own practice to take pieces of plywood twice a year and install them 
around my fresh-air grills anid pot some insulation between the ply- 
wood and the grills. If an owner does that, he seals the outside air off. 

Mr. Merapows. You say there has been this correction in the duct 
system which may eliminate this hot-upstairs-cold-downstairs prob- 
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lem in later construction. What do you propose to do with the con- 
dition that exists in the earlier houses ? 

Mr. Werss. Nothing, sir. 

Mr. Parren. You feel you have no obligation there ? 

Mr. Weiss. That is right. 

Mr. Parren. If you make an error in engineering, the person who 
buys the house is at fault 

Mr. Weiss. I don't know that we made an error in engineering. 

Mr. Parren. Why did you change your other houses? 

Mr. Weiss. We always seek to improve. 

Mr. Mrapows. Shall the Veterans’ Administration resort to a tech- 
nicality, that is, that you actually substituted a furnace of lesser out- 
put than that which you said you would use, namely, the plans and 
specifications calling for a furnace that was 75,000 B. t. u. output? 
You actually installed one with 60,000 B. t. u. output, the point being 
that if the engineering is not sufficient to settle this sow tg or you 
propose to take no steps along that line to settle this problem, then 
personally I think that this committee will take the position of urging 
that the Veterans’ Administration cling to this particular technicality, 
which was pointed out in the inspector’s report on these homes as a 
deficiency. If the matter gets to a compromise issue or issue of tech- 
nicality as to the requirements in the files, it is my personal thought 
we will urge the Veterans’ Administration to resort to compliance 
of exactly the specifications which was intended. 

Mr. Weiss. On that point, Mr. Meadows, do not the specifications 
say, a 7,500 B. t. u. furnace, not 75,000? There was an error in typing. 
It was never intended because these furnaces were bought and were 
known to be used. 

Mr. Meavows. These B. t. u.’s get into the thousands. 

Mr. Ciocston. Here is one with 7,500. There was obviously an 
error in typing. 

Mr. Wess. There was obviously an error in typing. This crept in 
but I don’t know. It was never intended and never proposed. The 
fact is that we have a larger furnace than the gas company required. 

Are you going to hang me on a technicality ? 

Mr. Croeston. The specification was 75,000. 

Mr. Meapows. Is there such a furnace with 7,500 B.t.u. capacity ? 

Mr. Weiss. I would not insult your intelligence by telling you that 
was intended to be used. You say you would like to resort to a pure 
technicality. I did see a spec which said 7,500. They, too, accepted 
it and processed the case. There is a limit to what we can do. I trust 
you appreciate that. 

Mr. Mravows. We will pass over this particular point as far as 
you are concerned. It is a matter which we will expect a statement 
of position on from the Veterans’ Administration. We will expect a 
reasonable one, one in line with the authorization granted by the cen- 
tral office which deals with question of whether this is a deficiency 
susceptible to correction under this formula prescribed. 

We will look to the Veterans’ Administration and not to you for 
that position, and a statement as to whether they believe they can 
sustain that their files show so-and-so with regard to heating on ‘this 
particular group of houses. 
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With regard to a problem which has existed on the chimneys in this 
project, I think it is nothing more than poor workmanship in certain 
instances where they failed to properly waterproof the chimney. 

Mr. Weiss. That is being corrected. There is no contention on 
that. Not all have been susceptible to that condition, but if they are, 
they are being corrected. It is our intention to continue to correct 
them. 

Mr» Meapows. I think you covered it in your previous statement, 
but would you tell me what your policy in the future on credit for 
equipment is? 

Mr. Weiss. No credit. 

Mr. Meapows. Take it or leave it? 

Mr. Weiss. That is correct. 

Mr. Meapows. You are selling the stove, the washing machine, 
and the refrigerator, and it is take it or leave it ‘ 

Mr. Weiss. They have to take it. 

Mr. Mreapows. With regard to this insulation in the crawl space, 
we did have a question of the deviation being authorized by the Veter- 
ans’ Administration and subsequentiy being rescinded, although there 
is apparently a difference of opinion expressed by Mr. Smith with 
regard to the deviation and the rescinding of the deviation by Mr. 
Dorminy, namely, that you would be required to go back to putting 
insulation under the floor of the crawl-space houses. Regardless of 
that difference, the builder has failed in a number of instances which 
we have examined, and we don’t know how many others, to either 
put the proper weight paper prescribed in the deviation, or any paper 
at all, upon the ground in those crawl spaces. What would be your 
position in that connection ¢ 

Mr. Wess. I, like you, have very little specific information on the 
condition of the houses, house by house. I think it bears investigation 
on our part and I am sure, or I will say, we will do whatever is right 
in that regard. 

Mr. Meapows. We did not go into ones that had complied. We 
went in only three or four of the crawl-space houses but none of the 
ones we went into had been insulated in accordance with the specifi- 
cations. 

Mr. Wetss. I can only repeat what I said the other day: that 
originally we were doing three things. We were insulating the under- 
side of the floor joists, providing more than the required ventilation, 
and putting paper down on the earth. 

Mr. Meapows. I am going to show you a picture of a structural 
deficiency that we observed in some of the houses out there. You will 
note the subflooring. You will note there is a space between the 
exterior wall and the first joist; that the subflooring does not rest on 
a joist there. Is that practice continuing ? 

Mr. Weiss. That is not typical of the general condition. It may 
be an isolated case. It certainly is not the practice today. 

Mr. Meapows. Mr. Weiss, would you tell us for the record here 
what work the Spiller Construction Corp. did for itself and what 
work was subcontracted? We would like to know the extent of the 
subcontracting activities and, if you know offhand, who the sub- 
contractors were. 















320 VETERANS’ LOAN GUARANTY PROGRAM 


Mr. Wess. I think I would rather give you a statement of that 
and be more accurate. I will be glad to send you one. 

Mr. Meavows. You are not in a position to give that now ‘ 

Mr. Weiss. There have been so many contractors changed, so many 
that I got rid of when I was not satisfied with their work, and some 
that went bankrupt, and others that just abandoned their jobs. I 
would rather prepare a detailed statement. I will furnish it. 

(The information is as follows :) 


Atlantic Hardware Division, 923 Eleventh Street NW., Washington, D. C., 
hardware. 
A. & H. Plumbing Supply Corp., 6200 North Capitol Street, Washington, D. C., 
plumbing supplies. 
Anacostia Floor Service, 8918 First Avenue, Silver Spring, Md., flooring. 
Baltimore Lumber Co., 1600 New York Avenue NE., Washington, D. C., lumber. 
J. H. Burton, Clarksville, Md., landscape contractor. 
Ceco Steel Products Corp., 2011 K Street NW., Washington, D. C., steel windows. 
G. Leonard Daymude & Co., 3762 Howard Avenue, Kensington, Md., plumbing. 
District Tile & Linoleum Co., 728 Ninth NW., Washington, D. C., linoleum, 
General Products Co., Fredericksburg, Va., chimneys. 
Kermit A. Hunt, 2908 Cheverly Avenue, Hyattsville, Md., concrete work. 
Immer & Co., 3715 Livingston Street NW., Washington, D. C., dry-wall in- 
stallation. 
Libbey Lumber Co., 625 New York Avenue NW., Washington, D. C., lumber. 
Local Paint & Hardware Co., 5307 Baltimore Avenue, Hyattsville, Md., miscel- 
laneous hardware. 
Morris Tile Co., 1511 Good Hope Road SE., Washington, D. C., tile. 
Noland Co., First and K Streets NE., Washington, D. C., plumbing material. 
Potomac Iron Works, Inc., 1026 Sixth Street NW., Washington, D. C., ornamental 
iron. 
Joseph Peregoy Corp., 10215 Woodmoore Circle, Silver Spring, Md., brick. 
Park Avenue Venetian Blinds, 6214 Rhode Island Avenue, Riverdale, Md., 
venetian blinds 
Solar Heating Co., Inc., 1101 Lee Highway, Arlington, Va., heating installation. 
Treadwell Excavating Service, 7907 Greenwood Avenue, Takoma Park, Md., 
excavating. 
Virginia Roofing & Sheet Metal Co., 600 North Henry Street, Alexandria, Va., 
roofers. 
World Steel Products Corp., 448 Tiffany Street, New York, steel bucks and 
sliding doors. 
Walsh & Koehler Glass Co., 3700 Wells Avenue, Mount Rainier, Md., glaziers. 
Peter Gordon Co., 1101 Vermont Avenue NW., Washington, D. C., waterproofers. 
Jack Goldman, 512 Rittenhouse Street NW., Washington, D. C., painters. 
Chevy Chase Insulation Co., 4800 Elm Street, Bethesda, Md., insulating. 
A. H. Smith, Branchville, Md., road construction. 
Floormen’s Supply Co., 4817 Baldwin, Bronx, New York, flooring. 
E. K. Jones, 1159 Forty-sixth Street SE.. Washington, D. C., caulking. 
P. & B. Fluorescent Light Co., 1130 Fourteenth Street NW., Washington, D. C., 
electrical installations. 
Mr. Meapows. You are not prepared to make a summary statement 
going back as to what you did? Did you do the brick work? 
Mr. Weiss. No. 
Mr. Meapows. Did you have a crew of carpenters and you did the 
framing ? 
Mr. Weiss. At one time we did the carpentry framing. Then we 
subcontracted the work. Now we are again doing it ourselves, 
Mr. Meapows. There has been a change? 
Mr. Weiss. There have been so many changes that to give you a 
certain set of facts and say “This is it” would not be true. ; 
Mr. Meapows. Have you ever done any sodding or seeding on 
yourown? Has that always been subcontracted ? 
Mr. Wess. Yes. 
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Mr. Mrapows. Have you ever constructed any basements? 

Mr. Wertss. Never. 

Mr. Meapows. Have you ever done any plumbing? 

Mr. Weiss. Never. Wait a minute. On the question of plumbing 
I think I stated the other day that the contractor who originally had 
the contract for plumbing filed a petition in bankruptcy. He at that 
time owed us a very substantial sum of money for sums we had 
advanced to him. We were forced to take over his work. Now we 
have another contractor doing it. 

Mr. Meapows. How about the electrical work ? 

Mr. Weiss. That has been subcontracted. 

Mr. Mravows. How about the general engineering? Dirt moving? 
Heavy grading? 

Mr. Wetss. That was done on a subcontract basis. 

Mr. Meapows. I want to make an observation that you can respond 
to in any way you see fit. This more particularly would be directed 
toward the Veterans’ Administration. The crawl-space houses that 
we have examined—and we presume this is typical of the whole devel- 
opment—are from 4 to 6 feet deep. Most of them you can walk around 
in. Many owners, as a matter of fact, are excavating another foot or 
two of dirt, and trying to build a basement for themselves, since there 
is about 5 or 6 feet of space under most of the houses. We discussed 
here earlier that the original valuation set for the basement in these 
houses was $750 and, by a series of price increases which were approved 
by the Veterans’ Administration, the price of these basements was 
finally set at $1,500, an increase of 100 percent. 

It occurs to us that this increase is unusually favorable to the 
builder for the very reason there is practically no difference in the 
crawl-space house and the basement house; that is, they both have 
major wall construction, in the crawl-space house and the other house. 
It of course has to be waterproofed and you have to excavate more 
dirt and pour a slab in the basement floor and enlarge the footings 
under the walls. It appears to us that we have a 100 percent price 
increase over the basements when certainly there was not anything 
like that increase in the cost to the builder. 

Mr. Weiss. I will be glad to comment on that. You have not stated 
the facts correctly. When you make reference to the average depth 
of the crawl space being 4 to 6 feet, that is. I have not personally 
checked each crawl space, probably no more than you have, but I am 
told that the original concept of the crawl-space area was a 2-foot 
crawl-space area. That is all that the Veterans’ Administration could 
base its appraisal on, because that is all the original drawings show. 
If you will refer to them, you will find that is the crawl space. The 
fact that, unfortunately for us, soil conditions dictated carrying the 
footing down to a lower elevation, that is our hard luck. You should 
not criticize the Veterans’ Administration for the difference in their 
appraisal, if I make myself clear. We did not do it by choice, but 
by necessity. 

As to the construction of a basement house, there is more to than 
meets the eye. To carry down a basement wall, you have to increase 
its thickness. You have to install cellar stairs. You have to move 
your equipment down toa cellar. There is additional wiring. There 
are windows. There are these debated screens. There are any num- 
ber of factors—your pargeting, your cellar floor, your drain, your 
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gravel. I do not have to defend their appraisal method, but that is 
what runs through my mind. 

Mr. Meapows. What was your subcontractor, Peter Gordon, paid 
for their part in the construction ? 

Mr. Weiss. I cannot answer you offhand. If I have the file here, 
I will show it to you. It was plenty, I will tell you, because I was 
very unhappy. Would you like to have a copy of the contract? 

Mr. Meapows. We would like to know the unit price. 

Mr. Wess. I will be glad to give you that. 

(Information referred to was not furnished by Mr. Weiss. ) 

Mr. Mrapows. Since we feel that the unit price would be of use to 
us to determine the accuracy of the porrine ¥, system, we would like 
that. 

Mr. Weiss. You want two things. You want the Calvani file and 
the Gordon contract. 

In running through some of these complaints, and to show you our 
own attitude with respect to repairs, these were picked at random. 
Here is a repair dated February 5, presumably 1951, on E-16 
[reading] : 

Tiles are discolored, and Veterans’ Administration withheld $100. Please fix 
and advise. 

We replaced that entire bathroom. 

Here is one of March 5 affecting premises E-15 [reading]: 

Paid Morris Tile Replacing Wall, $95. 

There is no request from anybody. We replaced the tile ourselves. 
That is typical of many things that go on about which you heard 
nothing, and know nothing, and no owner will come forward and 
say “They did this for me” or that. 

On the subject of Captain King’s basement, on June 6, and as you 
know from previous letters, his basement was the subject of much 
correspondence and complaint on our part with the subcontractor 
who did that work, running back to last January and February, but 
on June 6 we entered into the following agreement (reading) : 


PETER CorpoNn Co. 
Dear Sir: In connection with the basement of premises in E—6 and E-8, with- 


out prejudice to your rights or ours, or in any way modifying or altering the 
contract. between us— 


referring to the original contract— 


we request you to do the following work: Install two coats of bonded water- 
proof parging on the basement walls of the aforesaid building. This work is 
to be guaranteed by us for being water-tight for a period of 1 year. It is to be 
performed upon the following basis: Cost plus 15 percent. 

Then it gives the prices per hour. In other words, in order that the 
work should go forward and not get into a legal battle with the sub- 
contractors, as to who did what and why, I said, “Let’s get the work 
done. I am reserving my rights under my contract with you,” I said. 
I then said, “I think you are responsible for this work, but we are 
laying out the money.” We hope to recover it; that is the point. 
When we started to work in that basement, let me tell you what hap- 
pened. He was not going to do anything about the pitch of the-floor 
toward the drain, saying, “I am going to leave that.” I have subse- 
quently learned from my superintendent that he ripped up the entire 
floor, and he has put a new floor in in the last few days. 
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Mr. Meapows. You feel that was his obligation ¢ 

Mr. Weiss. Of course. He would not have done it otherwise. I 
feel it was. I cite you this letter to show our attitude with regard to 
this, and to show you where we feel we are responsible to do remedial 
work 

Mr. Mreavows. If we have covered these major points, we would like 
to call Mr. Callahan and Mr. Smith, and have some sort of arrange- 
ment as to the action expected on the part of both of you. 

Mr. Cuuporr. I have a couple of questions. 

Do you think all these complaints in this subdivision were justified 
by the veterans? 

Mr. Wertss. Not all of them. I will give you an illustration. I 
have a short memorandum referring to three complaints that occurred 
last week. 

Mr. Cuvuporr. I do not want you to go into details. You do feel 
that everywhere you got justified complaints that you corrected it? 

Mr. Weiss. We have been correcting them since last September, 
when the people first started to move, and we are continuing to cor- 
rect them. 

Mr. Cuvuporr. We found, from some of the records, that the Vet- 
erans’ Administration had waived certain deviations from plans and 
specifications on certain properties in that subdivision. They have 
authorized you to put in either inferior material or not do certain 
things that were set forth in the plans and specifications. Why did 
you not, when you met with the proper officers of the Veterans’ Ad- 
ministration, insist that a veteran be present in this waiver so that he 
would know what was going on? 

Mr. Weiss. Not only didn’t I know the veteran vis-a-vis the Vet- 
erans’ Administration; 1 didn’t know him with respect to myself. In 
other words, the veteran was nonexistent, as far as the Veterans’ 
Administration officials were concerned. It may be the system is 
wrong. It may be procedure is wrong. We ourselves did not know 
most of these purchasers for many, many months after. These sub- 
stitutions and deviations from the original plans and specifications 
were apparently requested even before the construction was under 
way, and certainly before houses were erected. 

Mr. Cuvuporr. I do not think that is a proper ex xplanation. As a 
matter of fact, these inspections were made by Veterans’ Administra- 
tion inspectors just prior to settlement. Those are the ones I am 
talking about. I am talking about where you sold house X. The house 
was completed, and just prior to the settlement where the title would 
pass from you to the veteran on the agreement of sale an inspection 
was made by an authorized inspector for the Veterans’ Administration, 
and he found 10 deviations. I do not know the technical name—10 
deviations from the plans and specifications or the use of inferior 
material. Then somebody met with the Veterans’ Administration, 
from your company, and the Veterans’ Administration waived these 
deviations and the veteran got a house approved by the Veterans’ Ad- 
ministration, even though those deviations were in it. 

Mr. Wertss. I think you are referring to something quite different 
from your statement of substitutions. I think what you have refer- 
ence to is the report of an inspector dealing with certain noncompli- 
ances—I think they call them & items, in Mr. Meyers’ house. 
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Mr. Cuvuporr. I do not know the house. I think 11 is the correct 
number. 

Mr. Weiss. That was a matter of Veterans’ Administration policy 
between the central office and the regional office, sir, and in which we 
had no say as builders. That was part of the general clean-up picture. 

Mr. Cuuporr. Let me give you one of these deviations: A furnace 
with 75,000 B t. u. input and 60,000 B. t. u. output. The specifications 
call for 7 75,000 output. Therefore, the veteran was not getting a fur- 
nace that would operate as efficiently as the specifications required. 
Is that correct ? 

If the Veterans’ Administration and the builder agreed this type of 
furnace was all right, naturally the veteran contracted for a house 
with a furnace with 75,000 B. t. u. input and output; he was getting 
something less than he paid for. Why was he not called in to waive 
this? 

Mr. Weiss. Because, as I have stated previously, in many cases, even 
where a house is final, there may not be a purchaser. I do not know 
why he wasn’t called in. The system just did not provide for such a 
thing. Furthermore, I think if you make reference to our contract of 
sale, we provide for substitutions and we provide that where it is 
approved by the Veterans’ Administration, the purchaser is bound to 
that. 

Mr. Cuuporr. I know your contract of sale does everything to put 
the veterans out on the limb, as far as you can get him. You do any- 
thing you want, but he cannot do anything except pay the money. 

Mr. Weiss. That is not entirely so. 

Mr. Cuuporr. I have seen thousands of these agreements. I happen 
to be a lawyer by profession. I have read thousands of them—not in 
Maryland or Virginia, but in Pennsylvania. 

Mr. Weiss. If you are setting up a development and building a 
large-scale project and it runs over a period of years, as this one did, 
as many do, if you were a builder you would not undertake to build 
a model house on the basis of which most of these houses are sold, 
and supply each item identical with that contained in the model house 
because merchandise is not available or would not be available the 
same as you originally thought that you would use it; so it is im- 
practical to operate on a large scale ‘and guarantee to a purchaser 
identical items of construction. 

Mr. Parren. Why would you not do that? Suppose you had a 
Norge ¢ 

Mr. Wetss. You cannot do it. Your dealer who says, “I will take 
care of you and give you 300 Norges” runs out. 

Mr. Parren. That was not your problem in buying the range. You 
bought a cheaper range, rather than put the Norge in that you had 
in your model house. 

Mr. Weiss. I don’t know. That was at a stage when I was not con- 
nected with it. 

Mr. Parren. You bought these ranges and furnaces 2 years before. 

Mr. Werss. That is in the fall of 1950 and warehoused. I don’t 
think that is material. 

Mr. Cuuporr. Let me say this to you: I am not interested in seeing 
the builder operate at a loss. I think you are entitled to your normal 
and reasonable profit. I still say if you go to the Veterans’ Admin- 
istration and say “We want a $10,000 appraisal for this house,” and 
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you list certain specifications, a certain type of furnace, your appraisal 
you get from the Veterans’ Administration is based upon what you 
are saying you are going to give the veteran. If you give him less, 
don’t you think he ought to pay less ¢ 

Mr. Weiss. As a matter of fact, he paid less in most cases, or in 
many cases. 

Mr. Cuuporr. I think in most cases he paid more. 

Mr. Weiss. You look at the record. Mr. Meadows will show you a 
tabulation I submitted this morning of 84 houses sold in Templeton 
Knolls, substantially below the certificate of reasonable value. 

Mr. Cuvuporr. Nevertheless, in these particular three houses I have 
here in front of me, you had anywhere from 11 to 12 defects. 

Mr. Weiss. Those were not defects in the sense that the house was 
unacceptable to the Veterans’ Administration. 

Mr. Cuuporr. You did not take any less for these houses / 

Mr. Weiss. I think we did. 

Mr. Meadows, would you be good enough to check the lot against 
that certificate of inspection that the Congressman is reading from ¢ 

Mr. Cuvuporr. No. 45, block E. 

Mr. Meapows. In Mr. Meyer you took $10 less. 

Mr. Weiss. ‘That is not a substantial reduction. 

Mr. Mrapows. $114 on the certificate of reasonable value. 

Mr. Cuvuporr. How about No. 48, block EF? 

Mr. Parren. If your model house had a Norge range in it, but then 
you installed a Royal Rose and Slattery in every house, you do not even 
consider those are comparable, do you ¢ 

Mr. Weiss. I don’t know that our model house ever had a Norge 
range in it. 

Mr. Parren. Yes, it did. 

Mr. Weiss. Where did you get that information ? 

Mr. Parren. That is what they tell me here. The house on Fifty- 
seventh Avenue, the model house. 

Mr. Wetss. I would have to check that to be certain. 

Mr. Cuvporr. What is the difference in cost between a Norge range 
and a Slattery or Royal Rose ¢ 

Mr. Weiss. I don’t know. Gentlemen, you must remember this 
was in the summer of 1950, when things that are here today were gone 
tomorrow, and merchandise was disappearing. I covered that. You 
were not at the hearing, but I covered that pretty fully and explained 
to you exactly how that came about. 

Mr. Cuvuporr. We find you did reduce one of them a substantial 
amount, 3390, one of these three. I 

Mr. Parren. Did the specifications call for a Norge range ¢ 

Mr. Weiss. I don’t know, of my own memory. I had no part in the 
preparation of them. 

Mr. Parren. You say they were not available or it was more advan- 
tageous to put something else in? 

Mr. Wertss. I have no personal knowledge of the particular facts 
with respect to the ranges that were purchased for this project. All 
that I can say is this: a substantial number were purchased in the fall 
or summer of 1950, and we were glad to get anybody’s range. Ask 
any dozen builders of their experiences in the summer of 1950. There 
was a question of allocation of steel. Nobody knew whether ranges 
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would be available. In the last war they were not. Many projects 
suffered for lack of them. People could not move into their homes. 

It is very easy to sit here now when goods are coming through our 
ears, and say “Well, why didn’t you do this? Why didn’t you do 
that ?” 

Mr. Cuvuporr. Were closet hooks available in 1950? 

Mr. Weiss. Of course they were. 

Mr. Cuvuporr. Why did you not put them in? That is sométhing 
ridiculous. 

Mr. Weiss. I agree with you. 

Mr. Cuuporr. Why would they have to be waived ? 

Mr. Wertss. I don’t know. 

Mr. Cuuporr. That board is only 1 by 2. It should be 3 inches 
wide and of dressed lumber. That might be a saving of 15 cents. 

Mr. Wertss. Probably less. That was a practice or custom down 
there. When I came on the scene, I found that. We changed that. 
I do not subscribe to that. There are many things I don’t condone. 

Mr. Parren. It would be interesting to note whether or not you had 
received your refusal on those ranges. 

Mr. Wetss. I don’t know. The people who were connected with the 
project did the original purchasing. They no longer are connected 
with it. 

Mr. Cuvuporr. Did you buy the stock of this construction company ? 

Mr. Weiss. This company was set up principally with loans from 
myself and my associates in New York. We had invested in this 
company, unfortunately, in the form of loans, upwards of $700,000 
of our own money, which we have not yet entirely received back. I do 
not think we have gotten half of it back as of this moment. The reason 
I came down in September 1951 and became active in the completion 
was to protect that money. When I learned of the Veterans’ Admin- 
istration upheaval, and the reformation that was going on, I recog- 
nized that this whole situation was bad. We were not getting 
anywhere. We had been delayed with our sewers, about which both 
of you gentlemen know nothing, because you were not here at the 
hearing. You would have heard the story about why this project was 
thrown out of a normal cycle of construction. I came down to finish 
this job. That is why I am here now. 

Mr. Meavows. Where is Mr. Spiller? 

Mr. Weiss. He is in New York. 

Mr. Meapows. What is his status with regard to this corporation 
now ? 

Mr. Weiss. There is in my brief case a proposed contract under 
which he will, if'I sign it, be legally disassoc iated with the company. 

Mr. Parren. Thank you very much, Mr. Weiss. 

Mr. Callahan and Mr. Smith will come forward, please. You both 
have been previously sworn and you are still under oath. 


TESTIMONY OF MORGAN B. CALLAHAN, LOAN GUARANTY OFFICER, 
AND LACY SMITH, CHIEF, APPRAISAL SECTION, VETERANS’ 
ADMINISTRATION REGIONAL OFFICE—Resumed 


Mr. Parren. Mr. Callahan, I am advised you have gone out to this 
project and made further investigations. We would like to know what 
you found. 
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Mr. Catiauan. I found, greatly to my chagrin, that the final in- 
spections were lax, among our own people. Three of the inspectors 
are not there any more. 

Mr. Mreapows. Are not what? 

Mr. Cattanan. Three of these inspectors we have had to let go, be- 
cause they were lax or did not know what they were doing. 

Mr. Meapows. ‘Three of them on this project ¢ 

Mr. Catnanan. Yes. So that, generally speaking, aside from the 
situation of leaks and flaws that have been discussed here, all of the 
houses that I picked at random, show signs of very poor finishing up, 
carelessness. That carelessness in my mind is two ways. Our in- 
spectors, and also, I think the main trouble, of course, is that the 
Spiller Construction Corp. did not have a superintendent who was 
working hard for the Spiller Construction Corp. So that in all of 
the complaints that will be presented to Mr. Weiss, there are items of 
sloppy workmanship. When Mr. Weiss, whom I have heard said, is 
going to take care of complaints, does that, it is my recommendation 
from what I have seen, as late as last night, that he be confronted 
with the items. I do not think that there will be any doubt as to the 
replacement, that is, the flooring, the leaky basements. There will be 
other items, if Mr. Weiss would look and see, and he would understand, 
as I did, that it was a very sloppy finishing-up job. 

So, when and if he goes about an orderly way of taking care of these 
complaints, it is my suggestion that he take it by streets and go with 
somebody in authority, possibly an inspector from our office. He will 
then, when he enters this house, have a list of complaints that the 
veteran wants finished and fixed up. Right then and there he can 
make a statement, with our man present, of what he will do or will not 
do, and then get to work and do it. 

He has said he has sufficient men to go dirght down the line and take 
care of all complaints within the period. 

Mr. Parren. What was the situation at the Meyer’s house? Did 
you go there yesterday ¢ 

Mr. Catstanan. I think whoever laid that floor must have gotten 
into a carload of lumber and tried to pick up every stick of 18 inches 
long. I remember hearing Mr. Weiss in his testimony say there were 
odd lengths, and that every house floored with that beech would have 
certain pieces that were 18 inches long, and others longer. This house 
was terrible. 

Mr. Meapows. With regard to that point, the specifications or the 
deviation which was related to the Spiller Construction Corp. stated 
a good grade of beech, which I think we will agree is not much of a 
specification. Are you going to be able to take a stand, particularly 
as to whether No. 2 beech is a good erade of beech ? Are you stuck 
with the bad specification in the first place ¢ 

Mr. CaLtnanan. So far as I personally am concerned, I am stuck 
with a bad specification. I don’t know whether it is a good grade or 
not. 

Mr. Meapows. Certainly a more adequate specification could have 
been released, could it not? 

Mr. CaLuaHAn. Yes, sir. 

Mr. Meavows. How about the stair treads out there? What do you 
think about the use of those pine stair treads coming down into the 
living room ? 
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Mr. Catitanan. I think those with the knots should be replaced. 

Mr. Mrapows. With regard to the window wells, we heard some 
statements in regard to them, and that there was neglect on the part 
of the owner, which might be a contributing factor to a wet basement. 
Do you have anything to say about that? Did you look at any of 
those ? 

Mr. CaLntanuan. One in particular we went down overa foot. It had 
a sill of brick, so when we went down a foot, there should have been 
some parging along there, but we found no parging at all. 

Mr. Meapows. Is it gravel and rock in these window wells? 

Mr. Catnanan. Yes, but there is no parging. The ones I saw are 
down a foot. 

Mr. Meapows. So presumably, water would seep in ? 

Mr. Cavtanan. In that cellar there is a discoloration, to be sure, and 
there has been a leak through that mortar. 

Mr. Mrapows. Mr. Smith made an attempt to determine the position 
of the Veterans’ Administration on the heating system. What will 
you maintain is required? Have you made a study of the file from 
that standpoint ? 

Mr. Smirn. In that connection, Mr. Meadows, late last fall, Novem- 
ber or December—I believe in November—I made a personal inspec- 
tion of the project. One of the items that I found that did not seem to 
me to be good was the heating lay-out, not the size of the furnace. 
That is, the size and placement of the supply and return heat duets. 
In my opinion we were not getting a good heating lay-out. I made 
that part of my report in this file and required of the Spiller Construe- 
tion Corp. they submit to us the plans and specifications for a revised 
heating lay-out which they subsequently did. The heating lay-out 
was approved by our office. 

Mr. Mrapows. Are you going to be able to survey the position of the 
Veterans’ Administration to determine what you can morally require 
Mr. Weiss to do, with regard to the houses which were constructed 
before certain of these later corrections have been made? 

Mr. Smrru. I do not feel I am the one to make that final decision. 
I would much rather have Mr. Callahan make a statement as to that 
specifically. 

However, I would like to state that at the time this project started, 
due to the small number of personnel that was employed by the Vet- 
erans’ Administration in this regional office, and the extreme volume 
of work going through that office, it was impossible to make the proper 
review of the plans and specifications and at the same time keep up 
with the volume of work. 

I would like to point out also that the Veterans’ Administration did 
not have at that time—and does not have until today—a mechanical 
or heating engineer to properly review these plans. The business of 
heating is a highly technical one. Certainly, every office insuring 
loans in the Government, whether it is Federal Housing Administra- 
tion or Veterans’ Administration, should have in their employ a quali- 
fied heating engineer to review the plans and specifications and see 
that they are adequate. Our office does not and did not have such an 
employee. : 

Mr. Mrapows. When you say “does not” you mean you do not have 
the individual or do not have the position? 

Mr. Smiru. We have neither the position nor the individual. 
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Mr. Parren. Does that account for that technical error of 7,500 in- 
stead of 75,000? 

Mr. Smiru. No, sir. In making our cost breakdown, in making our 
evaluation of the property, it would be made on the basis of the specifi- 
cation. That would be included in our value. We would expect the 
builder to install what was specified. 

Mr. Parren. It specified 7,500 and not 75,000. 

Mr. Smirn. If it is stated there as 7,500, I am sure that is an error, 
because there is no such thing as a 7,500-B.-t.-u furnace. Everyone 
would accept that as 75,000 rather than 7,500. 

Mr. Mreapows. The next line refers to the net output and says “42,- 
000,” which would more or less substantiate your observation. 

Do you have a firm attitude about these windows? I mean these 
basement screens. 

Mr. Catranan. Yes¥ everything except heating. I am certain that, 
even if Mr. Weiss would accompany me and see what I saw, he would 
agree that everything that I saw would and should be fixed. 

Mr. Mrapows. The day before yesterday you said as far as you were 
concerned the screens on the basement windows were required by the 
file ? 

Mr. Cattanan. That iscorrect. I still feel that way. 

Mr. Parren. You said that three of your inspectors are not now in 
the organization. Is that a weakness in the organizational plan or 
is it just the technical help are not available ¢ 

Mr. Cattanan. Both. These men were supposed to be highly quali- 
fied inspectors. They either were not qualified or they were careless, 
and ran through the house without properly going over it on their 
final inspection, to look for sloppy finishing up. That is what I saw, 
because it is exactly that. It is just carelessness in finishing up. 

I feel if the Spiller Construction Corp. could have had a first-class 
building superintendent, that he would have been on his toes with 
respect to his own company and saved them money and trouble, be- 
cause most of these were subcontractors that have gotten away with 
it and have not done what they should have done. 

Mr. Cuvuporr. Mr. Callahan, as I understand it, Mr. Weiss was not 
in this construction from the beginning. He was merely a financial 
backer of this project. Who was the building superintendent? Was 
Spiller the building superintendent himself ? 

Mr. Catitanan. | don’t recall his name. Iam sure he wasn’t his 
own superintendent. 

Mr. Cuvuporr. You say you feel that this inspection by the em- 
ployees of the Veterans’ Administration was so bad, so careless, and 
so negligent that it was necessary to let three men go. Do you think 
it was actually carelessness and negligence? Do you think it might 
have been some kind of agreement between the inspectors and the 
Spiller Co. on the job that they should not see a lot of this? 

Mr. Catianan. I have been on this program ever since the Service- 
men’s Readjustment Act was put on the statute books. I have recog- 
nized that a building inspector is always up against temptation. I 
have also been alert to try to ferret out in any way possible if there 
would be any association between a builder and one of our inspectors. 
I have never yet come across any item where I could suspect that a 
man was taking anything illegally or bribes. 
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Mr. Cuuporr. Is it not true that the things they missed you could 
not miss unless you were blind ? 

Mr. Cattanan. Almost that bad, but there are some of them he 
would have to bend his head to see. 

Mr. Cuvuporr. I could probably walk in that place, not knowing 
anything about building, and find those defects myself. So, he would 
have to ignore them in order not to see them. 

Mr. Catianan. I cannot see how he missed them with the possible 
exception of the hole in the bathroom where the tile had been broken 
to reset a pipe and not patched up. He wouid have to stoop to see 
that. 

Mr. Cuvuporr. In your office, you have never been able to determine, 
in your opinion, that anybody had actually entered into a conspiracy 
between the builder and the inspector for the purpose of not seeing 
these defects, but it was based purely upon negligence ¢ 

Mr. CaLtiaHan. Or carelessness. 

Mr. Parren. The people you have replaced are replaced by people 
who are competent, you believe ? 

Mr. Cattanan. We hope so. 

Mr. Cuvporr. It gets to a point where you have to have an in- 
spector to check the inspector. 

Mr. Smiru. And we do not have that inspector. 

Mr. Meapows. From the remark which you just made at the very 
beginning of your statement about the procedure which you thought 
should be followed with regard to rounding out this program which 
exists in Templeton Knolls, I want to make this comment for Mr. 
Teague, who was not able to be here: that this committee does not 
look to the veterans in Templeton Knolls, and does not look to Mr. 
Weiss primarily, as the source of correction. The reason is obvious, 
of course. The Veterans’ Administration, so far as the Congress is 
concerned, is the agency which is required to administer this program, 
which bears the obligation. We are going’to take our files, the report 
and the complaints, and all information which we have, and we are 
going to give it to you. We are going to turn over all of these indi- 
vidual letters from veterans which we have received on this particular 
project, and give that to you. 

When any additional veterans contact us, we are going to refer them 
to you on this project. We are going to look to you to set up a system 
such as you think is adequate to noe a comprehensive survey of this 
project, detect the deficiencies, and call upon Mr. Weiss to correct those 
deficiencies, which you, in your judgment, feel are his obligation and 
his responsibility under the commitment he has with the Veterans’ 
Administration, and also to key that directive to the directive which 
Mr. Smith read here earlier. 

Sometime in July, we are going to call on you and we are going to 
call on Mr. Weiss to tell us what has been done. The exact method of 
that is to send an inspector of your own, but that will be a matter 
which you will have to wrestle with yourself, in view of your own 
personal problems. 

Mr. Catianan. I made that suggestion because we had a similar 
situation some years ago with a development of about 300 houses, and 
it worked out fairly s: atisfactorily because everybody cooperated, and 
it was done in a systematic w ay by taking it street by street and going 
down in every house. 
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Mr. Smirn. In that connection we will say that we have made a 
studly of all of the complaints that have come to us from veterans in 
this subdivision. I am inclined to believe that a large number of the 
complaints have never been submitted to the Veterans’ Administra- 
tion. Therefore, we were not aware of those individual complaints 
and had no opportunity to do anything about them. 

However, the complaints that we have received, we have made : 
systematic investigation of them. We have attempted to arrive at 
what is the builder’s responsibility and what is the veterans’ respon- 
sibility. We have called Mr. Weiss in, as I stated before, and also a 
representative of the mortgage company, Mr. Bray. We have put 
them on notice in writing that all of these justified complaints must 
be completed on or before July 14. If not, we have stated to them in a 
letter over my signature that all future inspections will be stopped; 
and, therefore, the remaining houses in the subdivision will not be 
eligible for loan guaranty. I think it is safe to presume that when 
we get your list of complaints it is going to add to the volume that 
we already have. 

If I may ask a question, how should that affect the ultimatum that 
we have given the builder? Obviously, coming at this period with a 
new group of complaints which we will have to investigate, it would 
appear to me that we would possibly have to give the construction 
company an extension of time. 

Mr. Patrren. That would seem obvious. 

Mr. Catianan. Are there many others than the three men who 
read the compl: _ that have not approached our office ? 

Mr. Meapows. I do not have a way of knowing who might have 
written you at the same time they may have written us, or written 
some other Member of Congress. But there is this point which I am 
particularly concerned with: We are hopeful and expect that the 
settlement of these complaints will not be predicated on settling just 
the complaint that the veteran makes for the simple reason that the 
veteran, we find, has no way to be aware of certain things which he 
certainly would be complaining about if he had any way of 
knowing it. 

For instance, I think you will find from our notes and files questions 
relating to the framing plan of the house. The veteran has no way 
of knowing about that sort of thing. This business about substitution 
of the insulation, he does not have any way of knowing whether he 
is entitled to have insulation under the first floor crawl space or 
whether there is supposed to be some kind of paper on the ground. 
We are interested in seeing that a comprehensive approach be taken 
in that matter, not only to take care of a pressing complaint which 
a home owner has but also complaints which you will be justified in 
making yourself against the builder, as a result of the he: aring files. 

Mr. Sarr. In that connection, this regional office started last 
spring with a very general tightening up. I can definitely state that 
everything has been done that has been possible, with the personnel 
and the conditions under which we were working, to do just what you 
suggested. We have not only examined our inspectors and removed a 
large number of them from the panel but, with the remaining in- 
spectors we have, we have been holding regular meetings. 

For a long time we held the meetings twice a month, instructing 
those inspectors and drilling into their minds the fact that they 
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had to get full compliance with the plans and specifications and our 
minimum construction requirements. 

Not only this project but many projects in this area have been 
penalized during this period of time very strongly. Some entire 
projects have been rejected; others have been partially rejected. 

Builders have been called in constantly and put on the carpet and 
told in no uncertain terms that they must comply with the require- 
ments established for their job. So, we are taking very definite steps 
to see to it that plans and specifications are adhered to, and that 
minimum construction requirements are adhered to. In order to do 
an effective job, we must have additional help. 

Mr. Mrapvows. With regard to one of these situations where the 
inspector has been there and the file shows he has submitted his three 
reports, he makes his third visit, but he cannot go along with the 
situation. 

Let us assume the inspection system is working. You look in the 
file and you see that some of the inspection has been done by a man 
on your force. You realize these are fee people you are working with. 
You send him back to redo his work, without having to pay him : again. 
What would happen if he has to go back and make a fourth and fifth 
inspection, to ascertain compliance ? 

Mr. Smiru. Let me see if I understand your question. You mean 
where he has made an inspection and reported certain noncompliances ¢ 

Mr. Meapows. Let us say he has made his third inspection and these 
cases started out that you got this sort of thing. Somebody obviously 
should not have passed that without a fourth inspection. You send 
them back for a fourth inspection ¢ 

Mr. Smiru. Yes, sir. You can send them back if a reinspection of 
any item is necessary. 

Mr. Meapvows. Who has to pay for it? 

Mr. Surrn. The builder has to pay for it. It is not chargeable to 
the veterans. 

Mr. Cuuporr. You have to reinspect to find items the inspector has 
not reported ¢ 

Mr. Smirn. We would only detect that by making a check-up in- 
spection by personnel or by complaints. In the question of a com- 
plaint we have recently started to compile information against the 
inspectors. We are setting up lists which indicate typical errors that 
each individual inspector is making with the intent of two things: (1) 
If the inspector is found to be incapable of his job, then of course he 
has to be removed from the panel. The other is where we feel he is a 
good and conscientious inspector, but is missing certain things with 
these items: so there we can train him or attempt to train him to 
improve in his work. There is no such thing as a perfect inspection ; 
there is no such thing as a perfect inspector. One man will be good 
on a final inspection and very poor on a second inspection. Another 
man -—— | be vice versa, 

Mr. Cuvuporr. If a man makes an inspection and misses the same 
thing in 16 places, you get a little suspicious of him? 

Mr. Smiru. Yes, sir. 

Mr. Parren. There is nothing in the law that gives you any re-- 
course ¢ 

Mr. Smitrnu. Not that Iam aware of. 
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Mr. Meapvows. Is there anything in the nature of certification that 
prohibits an inspector having some sort of business relationship or 
even an actual interest in the project or, some sort of interlocking busi- 
ness relationship with the builder whom he is inspecting ¢ 

Mr. Sairu. I believe, if you will read the certification on the bottom 
of one of those inspection reports, that will answer your question. He 
certifies he has no interest. 

Mr. Meapows. Does this same type of certification appear both for 
appraisers and inspectors / 

Mr. Smiru. No, sir. 

Mr. Meapows. The appraiser does not have to certify that he has 
no interest or connection ? 

Mr. Suir. I don’t believe so. 

Mr. Meapows. Is there some reason that there is not just as apt to 
be a problem in one case as the other ? 

Mr. Smiru. Yes, sir. 

Mr. Meapows. As a matter of fact, an appraiser or a group of three 
appraisers might give a $500 nod to a builder on about 500 houses, and 
it could run into a lot of money. 

Mr. Smiru. That is correct. 

Mr. Parren. Thank you very much. I think that concludes our 
hearing this morning. Until Congressman Teague is free of the Sen- 
ate hearing of the Korean veterans’ bill, I do not know when the next 
meeting will be held, but adequate notice will be given in the press 
when we will continue these hearings. 

(Whereupon, at 12 noon Wednesday, June 11, 1952, the hearing was 
recessed subject to call.) 
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